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PREFACE 


now SlinTLT r 7 ' of “>0 ""“oos 

for human personality. The idea of social security springs hom 
the deep desire of men to free themselves from the fear o? want 
To realise this idea the causes of insecurity must be removeH 
wherever possible, and the individual must be assured of that 

rnot""iUo"tovid""’™" O'™ 

^ssaj is both an end and a beginning. For it rounds 
hac ^ studies that the International Labour Office 

,r ,r.“ « 

tributions which' these modLTf "““‘"otly the con- 

for the pi::nlng" of® coL^TeTot, te” ‘t 

readiness for post-war reconstruction P^gramme, in 

materul‘7orsl:h'V prCmmr'’Befo"’ 

look back at the imnfediate and morp it is well to 

the landmarks In such a qi observe 

The sole object oUhr essay ZtT 

purely descriptive, and, with hardly In IxceplhTt 77''^ 
that have proved their nrarhVaKir* only schemes 

ossishncf. Once free of the 1^17 “"‘•'’''’'“■'on of soda/ 

relief, repressive and eleemosvna^ t T" Po^e 

mg, vague and unsure, social assign ^ 'i,™*’ of''’oys degrad- 
Ot rationalisation, which has r^eant ''®®,l'"'f."?0'>e a process 
that can be counted upon and P*"*''®®f'on and benefits 

e principal branches of social assistant j' '** '“fention. 

assistance, already distinguished 
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from poor relief and administered apart from it, are passed in 
review : non-contributory pensions for the aged and for invalids ; 
mothers’ pensions ; unemployment assistance ; medical assist- 
ance ; and, most recent of all, rehabilitation of the disabled. 

The second chapter treats of social insurance, that is to say, 
compulsory mutual aid. Social insurance is situated between 
social assistance, which expresses the obligation of the com- 
munity towards its needy members, and commercial insurance, 
based upon the equivalence of the premium paid by the 
individual and the indemnity promised to him. The strength 
of compulsory insurance resides in the association of the 
prospective beneficiaries and their employers in financial 
responsibility, in the non-lucrative and permanent character 
of its institutions, and in the specialisation of the latter for the 
service of benefits in cash and in kind and for preventive action. 
The branches of social insurance are considered with respect to 
their organisation, scope, benefits and finance, in the order 
mostly followed in their successive introduction ; workmen’s 
compensation, sickness insurance, pension insurance, unemploy- 
ment insurance. Deeply rooted in most of continental Europe 
and in Great Britain, compulsory insurance has, in the interval 
between two World Wars, made rapid progress, though on 
somewhat different lines, in North and South America. Social 
insurance has made the principal contribution to social security. 

The third chapter gives some examples of social security 
systems, resulting from the integration of social insurance and 
assistance. The unity of all the social risks incapacity for 
work, unemployment, loss of breadwinner — is clearly realised, 
and the social security services, affording adequate protection 
of the mass of the workers and their families, are administered 
under a single directing agency. The necessary specialisation 
of the various services is found compatible with universality 
of coverage and efficacy of protection. First co-ordination 
and then integration — such is the progress towards comprehen- 
sive social security. 

In order to give a broad view and show up the essentials, 
the exposition has been highly condensed and simplified. Thus 
pictured the scene gains in intelligibility. For the same reason, 
all references to sources, which in a study of comparative 
legislation are usually very numerous, have been omitted. 
The reader, it is true, has been deprived of the means of 
vprifieation' but it seemed admissible so to lighten the text, in 
vLw of its chosen form as an essay and still more because recent 
foreign sources are difficult of access for most readers. 
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A single document has been reproduced as an appendix ; 
the resolution of the Second Labour Conference of American 
States Members of the International Labour Organisation on 
the aims and functions of social insurance which was adopted 
after the start of the present war and deals in a coherent and 
articulated form with the social risks as a whole. It marks the 
stage reached by the evolution described in this essay, which 
takes account of legislation up to the end of 1941. 
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INTRODUCTION 


In the life of a man there are two stages of dependency 
childhood and old age — and in the intervening years of 
adult life there are likely to occur spells during which he cannot 
earn his living. Instinct sees directly to the rearing of children, 
but nature s concern for other cases of dependency is less clear 
an mohe remote. Concern for the helpless, though precipitated 
in custom and later rationalised in law, has not, however, pro- 
? steady development of institutions. The spread of 
political dominion has tended to outreach the area of effective 
social consciousne^. Even to-day, the social implications of 
common citizenship are not yet fully recognised. But the 
auguries are favourable. The exigencies of the defence of the 
na ion and civilisation impose a readjustment on the social 
rder, and, once the inertia overcome and the elements set in 
motion, a new pattern can be framed in which the large but 
vague aspirations towards effective solidarity may find satisfac 

t.on along .n« that science and experience ace Ldy to trac^ 
»avs bv wWch”com "" v "’I."'* 

^^1 L^urilv PoTn "c problem of 

^lal security. For all of (hem remain in some form as senarale 

val'idity'““'‘‘ 

wurity, P™tolVp"'^nd“aTalo^^^ 

represented in social insurance hv fho » ® ^ 

Paternal responsibility is illii«»^r i a ® generations, 

relationship of theZ^on J h the 

and the master to his servants • ff to his vassals, 

of legal obligations of the emnln to-day m a variety 

inthemanifold welfare schema Jr his workers and 

The family is the first line nf '^®*‘^”tarily by employers, 
with limited m'isfortune In case 

the larger group of the ^8^ 0 ^ is made to 
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sustained by religious sanction, and the charitable offerings of 

the faithful are dispensed by the priest. . . l 

The weakening of the religious sanction in protestant 

countries and the substitution of secular for ecclesiastical 
administration in their local communities led to the imposition 
of poor rates enforced by law and having as thei^r conscious 
object more the maintenance of social peace than the salvation 
of the giver or the welfare of the recipient. In the schemes o 
noor relief evolved by some medieval cities, and in the lirst 
Llional poor laws, notably the English Act of 1601, 
the beginnings of rational and systematic treatment ^ 
problem of poverty arising out of emergencies _ a 
which repression was a principal consideration but which 
ideally at least, included medical care, the provision o 

and vocational training. r i •„ tuo familv 

The notion of mutual aid, already 
relationship acquires an independent existence in _ , , _ 

of wTkem alike in status who agree to help one another 
misfortunes to which all are exposed. Such ao™ »t eq^ajs 

based as a rule on the exercise of the nd sict 

earliest social insurance institutions, promising burial an^d sick 
Tss tnents in return lor a crudely -Umated contabution , 

what their arrangements lacked m praaisiom ^ by 

a small and closely knit society often be compensaleu y 

warmth of fcllow-fcchn^. , i^pntiirv 

The discovery of a law of mortality in the I’lh century 

provided a Thl busTness of life 

insurance, because of the mil the outset a distinctive 

tion of mathematicians therein, no rnnduct Its principles 
character and a peculiar probity m •^“^“ct. Is p P 

were mathematical us wifh sodal ^ce! lor its 

1 ex" t ’iivalen. belwe. 

horv^lS^rd^ralt management of the 

first schemes of compulsory y,ese traditional 

_ At the opening of the present _ J ^he social 

Tpproaches had given rise to ihe unilateral 

security movement : socia assis ® dependent groups, 

obligation of the community mulual aid Both 

rime^'d inTconiplele progrannne of social securit^^ 




THE SOCIAL ASSISTANCE APPROACH 



V-v 
:/ . 


Introduction 

A thousand years ago the relief of the poor- within the 
dominions of Charlemagne was declared to be the responsibility 
of the parish. Each parish had to maintain its own poor — 
age , in irm, workless, orphans — in so far as support from the 

Stitmn"*® principle has remained th'e basis of 

Un M'staT PO" ^riief in western Europe and the 

United States until our own time. From the sixteenth century 

onwards some larger cities began to classify their poor and to 

attempt the application of the rational and constructfve methods 

thrs^nii K™* ' indiscriminate ategting 
the Spanish humanist adyocated social case-work yocf [onfi 

children, separatrh”pltelf for\"f "fck'an^^ 

sheltered employment for the blind and infl™ * ThT'p' r"? 

poor law of 1601 established for the first t Te = ^ f 

the parish waTto apmenUceToT^h te ^ 

for the able-bodied UMmnloved mu' P'’<>'’>'ie work 

materials for that purpoL ^ami , *'®'"‘ng a stock of raw 

persons incapable of work ’ NationaM*”^ necessary relief to 

character, systematising the customirv ®re!^ °"kv ^ 
commune, was introduced two rpnfi ' of the 

Sweden. There arrsUll m^H T- '^'“niark and 

continent, in which the mm ^ -f representing every 

relieve its poor ^«™niunity has no legal obligation te 

but was trbe‘^plaMd\rrr’ubrv'’r ''"'’'"‘■nry charity. 
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systems covering larger areas. That the poor should be 
cared for by their neighbours, who know them, seems a wise 
and natural policy for a simple society. But the village or small 
town may prove at times too exiguous a group to bear the risks 
with which it is charged, and is certainly unable to provide 
the different kinds of care appropriate to each type of need. 
Inequality of treatment as between richer and poorer units and 
inefficiency of method in the smaller ones are the characteristic 
defects of poor relief as financed and distributed by local 
authorities. They are only remedied by a policy of enlarging 
the area to be taxed and served by the assistance system, first 
by grouping communes together for assistance purposes, then 
by laying certain responsibilities on provinces or counties, and 
finally by associating the central government itself in the 
administration of public assistance. Experience shows that 
adequacy of assistance in quality and quantity has only been 
approached in proportion as State intervention has increased. 
State intervention in public assistance, still rare at the end of the 
nineteenth century, has grown more extensive and intensive in 
the twentieth. The constant policy of central governments 
generally has been to create special schemes of assistance for 
distinct types of need, or to encourage local governments to do 
so, granting subsidies conditional on the attainment of prescribed 

minimum standards of service. 

It is these special schemes which are denoted by the term 
“ social assistance ”, which differentiates them from the general 
scheme of poor relief. The individualistic, middle-class deino- 
cracy of the nineteenth century had attempted to deal with 
pauperism as a sin by repressive measures, and receipt of 
statutory poor relief entailed, in several countries, loss of the 
right to vote until the relief was repaid ; moreover, relief was, 
in principle, confined to persons who ^ere actually destitute. 
The social assistance schemes, mostly established since 1900, 
give expression to a different attitude towards poverty. T eir 
benefits do not involve any political disqualifications for 
recipient and they are granted, not only to the destitute, but 
also^to any individual who has not the means to satisfy his nee s 

accordiVto a recognised standard. Certain schemes have 
e^^ved fo far from poor relief that they provide benefits as of 
legal right to persons fulfilling prescribed condition . 
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obligation, social assistance schemes have been developed until 

they cover almost every variety of basic needs. In others the 

early development of an extensive and many-sided social 

insurance system has forestalled the necessity of social assistance 

or cut short its elaboration. In others again private and 

ecclesiastical charity has, until ten or twenty years ago, been 

able to cope with many of the needs unmet by poor relief. 

But everywhere public opinion is demanding that a minimum 

standard of well-being be guaranteed to all, and the notion of 

what constitutes that minimum grows ever richer. As history 

unrolls, new horizons of possibility appear. On the one hand, 

t e awareness of social solidarity grows into a conviction of 

0 igation, and leads to the pooling, for social welfare, of an 

increasing proportion of the resources of individuals. On the 

other hand, discoveries in medicine and biology and the experi- 

ments of private philanthropy point out the directions and 
methods of advance. 


Until about 1900, almost the only examples of social assist- 
ance were to be found in the field of medical care, and especially 

governments co-operate to 
establish general and mental hospitals, accessible to all classes, 

oftf‘n^^o the care of physical and mental defectives ; 

.nsUluUom’”'Th° r f f P"™*® charitable 

nstilutions. The first decade of the present century saw the 

old’^ar^n”.’ “ ‘'“■nan'^rian measure, of non-contributory 

Rmt WorW Wa”r sIJrr after the 

with tnhirl I ’ i themselves intensively 

With tuberculosis and venereal diseases, and with all asnprt« /f 

maternal and child welfare In th^ PaHvr th: f fu 
economic depression S' the creation 
State schemas of unemppnVa“nce“ 

in the‘‘™ck7Volicv”of " P^minent place 

Until about 1920 the it?, throughout the world. 

mental and mora^we^fle of ch“ wfth ' d”'' r " 

the guardianship of neglected or SSd chddl°-‘;,? 
rro7id:VrTh?m\S":e!7r:rm:ti^ already started“?o 

W3 “Canl ot Lmng\r-T% " ^ 

legislation wrconcefned first 

expectant mothers obstetriVal • preventive care of 

nurse their babies’ Then assisting mothers to 

^ ben medicine began to follow children 


6 


APPROACHES TO SOCIAL SECURITY 


into the school, though the medical care of schoolchildren has 
preferably been taken through sickness insurance. Children 
are benefiting especially from the universal recognition of the 
importance of nutrition ; it is usual to provide special nourish- 
ment for expectant and nursing mothers, and milk for infants, 
and, in an increasing number of countries, meals are being 
supplied to schoolchildren. Besides granting assistance in kind, 
many countries now encourage family life by cash assistance 
in a variety of forms : allowances to working women abstaining 
from work before and after childbirth, bounties on marriage 
and on the birth of each child, and family allowances, though 
these last are, in almost all instances, provided und er con- 
tributory schemes. 

The degree in which the administration of the various 
branches of social assistance is centralised appears to depend 
on three main factors : the simplicity and relative permanence 
of the need in question and of the assistance required to satisfy 
it, the ubiquity, magnitude and peculiarity of the need, justify- 
ing the setting up of special administrative machinery, and the 
acuteness of the national interest in securing that the need is 
satisfied according to a uniform standard. In general, the 
greater the degree of centralisation, the more the assistance 
in question acquires the character of a right, just because a 
national scheme implies uniformity and the award of assistance 
by rule of thumb. The small local authority, on the other hand, 
may well administer, though preferably with State help, those 
branches which involve great flexibility in the assistance granted, 
in which personal interest in the beneficiary and the enlistment 
of voluntary aid improve the quality of the assistance, and of 
which the cost per head ot population is likely to vary little from 
one locality to another. Non-contributory pensions and un- 
employment assistance are always administered by the central 
government or under its control, but local authorities retain 
the administration of maternal and child welfare and of medical 

assistance. 



A. Old-age and Invalidity Pensions 

The non-contributory pension was originated by Denmark 
1891 The Danish constitution of 1849 had deprived persons 
ho had received poor relief of the right to vote until they had 
naid its cost. In consequence, the aged poor especia y ou 
lemselves condemned to the disgrace of an inferior citizenship, 
he non-contributory pension was introduced in or er o reme y 
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this disability, which had become repugnant to public sentiment. 
The pension, financed from taxation, was conceived of as a 
reward from society, and not as alms, and, in order to mark 
this distinction, it was laid down that the beneficiary must 
have certain qualifications, including good moral character 
and that the pension was due as a right, enforceable, if denied 
by appeal to a higher authority. 

The desire to make dignified and positive provision for the 
necessitous aged was beginning to be felt towards the end of the 
nineteenth century in several other countries. The necessitous 
aged constitute a group which is eminently eligible for support 
by some body financially stronger than the commune. Two 
methods of making such provision were already exemplified in 
legislation . the Danish non-contributory pension and the 
German scheme of compulsory, subsidised, saving against old 
age. The advantages of the Danish plan were that its scope 
was universal, that it met the immediate needs of the existing 
aged and that no machinery had to be set up to collect con-' 
tributions and keep the accounts of contributors. These 
advantages proved decisive, both in that epoch and during the 
next twenty or thirty years, for those countries especially 
which were cornparatively rich, had a large class of smaL 
farmers to consider, and were confining their attention at the 
time mainly to old age among the social risks. Non-contributory 
old-age pensions have been established in New Zealand n«qs\ 

Australia (1901-8) France (1905), Great BrHafn and reland 

(1908), and, after the First World War in Unii^iiav mq^qi 
N orway (1923) and South Africa (1928). Cana^da ^in 1927 

and°brr936 alUh"‘°” ^ provincial schemes, 

fhf IT -/To* i provinces had responded to the olTer. In 
United States the Social Security Act of aavo o’ ’i 
oncourafifeiTif^nf tn on ^ ^ similar 

, existing the States, and hylgST^rthe StT^h”'. 

achemes eligible for ihe federal subly 

Most of these countries also have institiif pd nnn « 4 u i 

ory pensions for the blind a eronn for x l non-contnbut- 

is easily moved, whose numbe^r is hmited sympathy 

Austra ia, Uruguay and, quite recently, New San7 T"' 
gjven to mvahds the same pensions "a’s Ttlfe't, a'^d"?;:: 

even stronget^thl^n thaUf°L^tyrbut Lva'l dd,'’'-' 
n somewhat elastic concept, and there is a co^etSrS 
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of abuse ; it may be noted that the countries which have granted 
invalidity pensions had no statutory poor relief. 

Non-contributory pension schemes, it appears, represent 
a transitional phase in the evolution of social security methods. 
Except in Australia, Canada and South Africa, they have been 
overshadowed or even replaced by contributory schemes of later 
introduction. Thus, in the United States the federal scheme 
of old-age and survivors’ insurance seems destined ultimately 
to cover the whole occupied population, and so to eliminate 
the necessity for the non-contributory pensions which at present 
take care in particular of agricultural and independent workers. 
Again, in France the establishment in 1928 of a general scheme 
of social insurance for employed persons has already left the 
non-contributory pension scheme with residual functions only. 
In Great Britain, since 1926, the non-contributory old-age 
pension has been granted automatically to persons covered 
by the social insurance system on reaching the age of 70, when 
it replaces the contributory pension awarded at 65 ; the non- 
contributory pension at 70, subject to conditions relating to 
nationality, residence and means, subsists in order to serve the 
diminishing number of persons who have no insurance record or 
not one which entitles them to the contributory pension. 

In Denmark the non-contributory pension has, since 1933, 
been reserved for persons who contribute under the national 
sickness and invalidity insurance schemes, the scope of which 
is practically coextensive with the adult population. In New 
Zealand the process was somewhat similar : in 1938 a number of 
benefits, formerly non-contributory, and a series of new benelits 
were grouped together for administrative and financial purposes 
so as to constitute a national scheme of social security to which 
all adults must contribute. In Norway, by an Act of 1936, the 
old-age pensions formerly paid by the communes individually out 
of their general tax revenue were made a national service, 
financed in part by a special contribution levied 
Neither in Denmark, New Zealand nor Norway did the con- 
version of old-age pensions from a non-contributory to a 
contributory basis radically affect 

resnects Consequently it is convenient tor the purpose ot 
descriPt on to mention the schemes ot these countries m con- 
"unctiL with those which have retained their non^ontributory 
character, although they are also referred to in Chapter 

as national insurance schemes. , „ several 

The non-contributory pension schemes . 

countries vary in the degree in which they are differentiated 
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from poor relief. In some of the countries concerned, however, 

there is, as has been mentioned, no statutory poor relief, and 

in others it exists in an extremely defective form, so that any 

kind of positive provision for necessitous groups appears as an 

improvement on the former situation. However that may be, 

the most highly developed schemes, such as those of Australia* 

Canada, Denmark, Great Britain and New Zealand, offer the 

beneficiary important advantages over the poor relief typical 

of many countries. Receipt of the pension does not involve Rny 

diminution of civil rights ; award of the pension is not conditional 

upon the absence of relatives legally liable and able to support 

the claimant; pensions are not confined to the destitute, and 

beneficiaries are not required to cede any property they may 

possess to the pension authority. The fundamental character 

of the non-contributory pension is that it is payable as of right 

and in consequence, is granted to persons fulfilling statutory 

conditions and to such only. Implicit in the notion of the 

pension as a right are definiteness in the pension rate and a 

procedure of award which assures the claimant of full and fair 
consideration of his claim. 

The pensionable age under most of the schemes is 65 but 
in Denmark and New Zealand, when their schemes were nlaced 
on a contributory basis, the age was reduced to 60. Blindness 

detecl*'^ h- n*™ ® pension, is usually defined as a visual’ 

defect which incapacitates tor earning a living or leaves th. 

person with less than a prescribed percentage of norraal visi™ 

the claTm'anUhafi'b'e''' pensions require that 

work! permanently and totally incapacitated for 

fall u^nde?“threnLT^‘Sicaf 

which nroJdZ the nationality of the country 

territory tor a minimum numbertt^ye“re a f 

invalidity pension ?rrte^^ ^ 

residence in the cLtry begaii. 

the community to provide benen***'^T’f” intention of 

to be worthy on the ground of th'"' ^ individuals deemed 

exclusion of persons with a criminal reco'i^d***hr^ **,i**^^’i, 

deserted their wives drnntarric * husbands who have 

wives, drunkards, or persons who have tried to 
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live without working. These conditions are most prominent 
in the older laws and are more strict as regards the aged than the 
blind or invalid. Some of the laws, for example, those of 
Canada and South Africa, impose no moral conditions, while 
Great Britain after a few years dropped them as unpractical. 

The economic condition consists in the means test. All 
non-contributory pension laws restrict their benefits to persons 
whose means — capital or income — do not exceed a prescribed 
amount, which, however, is never less than that deemed neces- 
sary for bare subsistence and is in some instances considerably 
more. 

The rate of the pension depends primarily on the means of 
the claimant. The maximum rate, in most countries, appears to 
have been set at roughly one-quarter of the wage of an unskilled 
labourer in industry (in Great Britain rather less, in New Zealand 
rather more). For the purpose of assessing the pension, the 
means, expressed as income, of the claimant are up to a certain 
level disregarded, for example, up to an amount equal to the 
maximum pension itself, while certain kinds of means, such as 
benefits from a friendly society or the annual value of a house 
owned and inhabited by the claimant, may be disregarded 
altogether. Exemptions of this nature are especially liberal 
in the countries of the British Commonwealth and in Denmark, 


and offer a substantial encouragement to thrift. They were 
formerly rare in the laws of the American States, but a tendency 
to introduce this feature has been observable in the last few 
years. The pension is adjusted to the net means of the indivi- 
dual, i.e.f his means after deduction of the sums exempted. 
Two methods of adjustment are illustrated in the laws. The 
first, which alone conforms to the notion of the pension as a 
right consists in adding to the net means, expressed as income, 
a pension exactly sufficient to bring up the total income to the 
prescribed maximum pension. The second, which is followe 
universally in the American laws, leaves the amount to be fixed 
at the discretion of the pension authority, subject to the rule 
that the total of the net means expressed as income and the pen- 
sion may not exceed the maximum pension. ^ 

In Leat Britain, as the result of an Act of 1940, a non- 
contributory supplement was introduced, destined to secure o 
the beneficiaries of old-age pensions, "on-co^tr^utory and 
contributory alike, an income sufficient for subsistence. E 
for the calculation of the supplement certain means are dis- 
regarded, though the exemptions are somewhat less generous 
than for the calculation of the pension. 
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Non-contributory pension schemes, as they still subsist in 
Australia, Canada, Ireland, France, Great Britain, South Africa, 
the United States, and Uruguay, are, by definition, financed 
solely from taxation. The central government always bears 
part of the cost, and in several instances (e.g-., Australia, Ireland, 
Great Britain, South Africa) the whole of it. The tendency is 
to increase the share of the central government and to reduce 
that of the local governments, since the former as a rule has 
greater powers of taxation and the poorer local governments are 
sometimes unable to raise their quota of the cost. 

The allocation of financial responsibility determines that 
of administrative authority. The central government, by 
reason of its increasing financial participation, is enabled to 
impress on the local government higher standards of benefits 
and administrative efficiency, and, where it bears the whole 
cost, the essential administration is centrally directed and uni- 
ormly conducted throughout the national territory, the local 
authority retaining at most some advisory function. Admin- 
istration by the central government through its own officers 
short-circuits the local bodies which would otherwise have 
m ervened and which, in many instances, would be those 
responsible for poor relief ; the separation of the administration 

that of poor relief is not the 
least important of the complex of features which are designed to 

dissociate the two services in the mind of the public Whether 

the claim IS investigated by a local officer of the central govern' 

nf la ^ f ° of the local government, the great majoritv 

of laws (including all those of the United S ates) provSe for I 

right of appeal to a higher authority in case the claiSeJecL 


B. Mothors’ Ponsions 

contribZy ^ens^^ns" foTth.™' I”*? non- 
have no fathem to -hich 

schemes is to enable the mAH. / object of these 

properly for children at hnmA ’fr!* f u ^®f^^"^®^her) to care 

oged, buUn tt exceDVrr‘n"?t the 

this has nowhere been the case. * 
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Mothers pension laws began to spread across the American 
States and Canadian provinces some 25 years ago and are now in 
force in almost every part of these countries ; they have also 
been adopted in New South Wales (1925) and New Zealand 
(1911), while less formal schemes exist in several other countries. 
They are to be distinguished from the State provision which is 
" incidentally made for fatherless children, but not for their 
mother, in Denmark (1913), Sweden (1937), under the French 
national scheme to encourage large families (1923, amended 1939), 
and the national scheme of family allowances of the Australian 
g Commonwealth (1941) — not to mention the contributory 
schemes of family allowances in Belgium and Spain. 

The term “"mothers’ pensions ” originated in the United 
States, but in that country, the description “ aid to dependent 
children ” has now been substituted ; these benefits are called 
in Canada “ mothers’ allowances ”, in New South Wales 
widows’ pensions ”, and in New Zealand “ widows’ and 
orphans’ benefit These differences in title have some sub- 
stantial significance, since in the United States assistance may be 
granted to any child which has lost the support of either parent, 
and in Canada payments are made only to mothers or foster- 
mothers with dependent children, while in New South Wales 
and New Zealand a childless widow, if she has attained the age 
of 50, is also entitled to a pension. The New Zealand scheme 
was placed on a contributory basis in 1938. 

The majority of the laws grant the mother a pension, not 
only where she is a widow, but also where her husband is alive 
but not supporting his family because of invalidity or because 
he has deserted it and his obligation to maintain it cannot be 
enforced ; if the husband is an invalid, however, it is often laid 
down that he must not be living at home but in the care of a 
hospital or asylum. If the child is an orphan, the pension is 
paid to the foster-mother. Thus, mothers’ pensions meet part 
of the social problem arising from the invalidity of the bread- 
winner. The American laws, which have been generally 
improved by the federal subsidies and supervision introduced by 
the Social Security Act, allow the pension to be paid to any 
relative, male or female, who is looking after a child that has 
lost one of its parents, so that even the father might receive it, 
but in practice only about 3 per cent, of the children aided are 
living with their fathers and about 6 per cent, with relatives 
other than parents. 

As for other non-contributory pensions, so for mothers’ 
pensions, the claimant must fulfil political, moral and economic 
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conditions. The political conditions are, as one might expect, 
easy to fulfil. Except in Canada, it has become rare to reijuire 
that the parents should possess the nationality of the country in 
which the pension is claimed. The period of residence by the 
mother in the territory concerned before claiming the pension 
varies from one to three years. The moral conditions are 
naturally strict . it is essential that the mother or foster-mother 
should be fit to have the care of her children. The economic 
conditions resemble in character those laid down for the non- 
contributory old-age pensions of the country in question. 

The pension varies according to the means of the family and 
the number of dependent children. A child is deemed to be 
dependent under most of the laws until he reaches the age of 16 
In New South Wales and New Zealand especially, the possession 
of means up to a certain level is compatible with the payment of 
e fml pension. Provision is made for the mother in the pension 
awarded in respect of the first child, which is. as a rule, much 
larger than the addition in respect of each other child. 

The patterns of administration and financing conform 
generally to that adopted for non-contributory old-age pension^ 
and the same tendency is evident to transfer responsibility from 
local to central governments, when it is placed in the hands^of the 

United St ''^**'* 'welfare. In Canada and the 

suDervistT'of I'h f^mains under the 

superMsion of the welfare authority. This involves some 

restriction on the ireedom of the mother, but it also implies a 

- hTttt^r xtH 

in conformity with the Social SeruHtv A A"'"''*" 'aws, 


Unemployment Assistance 

Special schemes for the relief nf iLc 

many countries durinVthe^yLr^s''lSo 3^^^ 
consisted wholly or mainlv in lyoO-SS. Some 

others in the pay^enT of illowancer™ So'”" 

ary expedients to meet a narUenl tempor- 

permanent character While^all ^ ^^ve a 

from p,^,, ,,Hef, yet the^ul‘ee"':„"ntd"u;d^"'' 
schemes ,s discretionary and precarb" ti. L 

reasonable maintenance is rarely recognised^" 

y ecognised. Experience with 
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improvised schemes of unemployment relief, very costly while 
still inadequate in substance and in form, has spurred on the 
introduction of compulsory unemployment insurance in Canada, 
Norway, South Africa, and the United States. Great Britain 
and Ireland, however, recognising the need for unemployment 
assistance as a complement to insurance have established the 
former on a permanent, highly systematic basis. But the same 
experience has also given a great impetus to the long-range 
planning of public works, and to vocational training. In the 
belligerent countries unemployment has practically disappeared, 
and the problem is now to find additional labour and organise 
its distribution and training. The following notes relate to 
unemployment assistance schemes existing in the middle of 
1939. 

In the United States relief for the unemployed was provided 
by the Federal Government mainly in the form of employment 
at normal wages on public works, and millions of workers have 
been helped by this means. Canada and Sweden also have 
relied very largely on work relief, with cash assistance as a 
subsidiary alternative. All the Australian btates instituted 
schemes under which the necessitous unemployed were offered 
spells of work relief and spells of sustenance allowance in rotation. 
On the other hand, Belgium, France, Great Britain, Ireland, and 
Switzerland have established schemes in which assistance is 
normally given in cash under conditions closely resembling those 

pertaining to unemployment insurance. 

In those schemes in which work relief predominates, any 
person, whether normally a wage earner or not, may be assisted, 
while schemes providing assistance mainly in cash are, as a rule, 
limited to persons belonging to the employed class. 

In France, for example, the claimant must have earned his 
living in some recent employment for at least six months. In 
Great Britain, the claimant must be insured under the corn- 
pulsory pension insurance scheme, the scope of ^yhich is 
practically identical with that of the general and the agricultural 
unemnlovment insurance schemes combined, and in Belgium and 
LitzLland only persons already members of a voluntary 
insurance scheme are entitled to assistance ; in these countries 
therefore the essential function of assistance is to provide 
for the continued maintenance of persons who have exhausted 

their insurance benefits. • 

All schemes of unemployment assistance require that tne 

claimant should be necessitous, capable of work, registered at an 
employment office, and willing to accept employment defined 
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as suitable. It is, in most schemes, laid down also that the 

beneficiary should, if so directed, follow a course of traininff 
or perform relief work, if offered. ’ 

interpretation of the term “ necessitous ” is, especially 
in those schemes which are applied through local authorities, left 
1^0 the discretion of the latter. The Belgian scheme, under which 
^tate subsidies are granted to voluntary insurance funds, specifies 
that the means of the household to which the claimant belongs 
should be taken into account, according to a definite scale, in 
hxing the rate of the assistance payment. Under the French and 
Briteh schemes the need of the claimant is assessed on the basis 
of the resources of himself and his dependants, excluding the 
means of other members of the household, but in Great Britain 

^Lment tn ^ be disregarded in the 

I * ‘a account IS taken of the means of the 
claimant only, and two means limits are prescribed the one 
applicable to rural, and the other to urban, areas. ’ 

iL- ® employment is usually meant any work 

rnrJ^ ^^^e beneficiary could reasonably be expected to perform 
and which IS remunerated at the rate current in the locality 

it would Tniure Ih * v considered suitable ft 
irer traT The S' A?; *- *>- 

S‘d to th"f a‘g:‘ 'r so7ta'bte.“haS 

individual ^ ^ "®™al occupation of thi 

the matnren:ntro1"the”'b3rratrd ' 

accordingly the amount nt thf ^ <lependants, and 

adjusted to the sire and composiUon*ot"t'he 

maintained. Nevertheless in (ivL ^ family group to be 

where assistance con'SpVtaar^ states. 

■nating to locarrMifr Th:“cirstf‘';''f^ wages appLl 
degree in which the allowance is vaLd The 

responsibilities of the beneficiarv mav h to the family 

the allowance for an unmarried'man^with"t‘h''f7'^ comparing 
wife and three dependent children the raS'^it "’u" * 

in Ireland. L 1 to "in ?rance"^An ‘ 

■S. however, provided for under stvera^ seh maximum 

rrevious wage, p|„e alirwrnce, in Pr”’'"’ ' 

previous wage in Great Britain. ’ and the full 
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extended to 310 days. . . . structure ot unemploy- 

The financial and admi .pntralised in Great Britain 

ment assistance schemes ^ ^ national taxation, 
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In Belgium, France and Switze I ^j,,g„tnry insurance 

central government fn„ds : these funds fix their 

funds or to local granted in respect of allow- 

own rules, but ^d qualifying conditions to 

“andaZprescrIbed by the central government. 

D. Medical Assistance 
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almost all predominantly in gare 

assistance schemes consist pre diseases, and the care 
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i.e., the entire employed population, was financed from social 
insurance contributions, but from that year onward the cost 
has figured on the general budgets of the governments. The 
social insurance committees of the trade unions, however, 
provide sanatoria and special diets for sick members, and possess 
their own medical staff, the duties of which include factory 
inspection, certification of incapacity, and reporting on the 
quality of the treatment furnished by the public health organisa- 
tions. The arrangements for the medical care of the workers 
on collective farms and their families — the majority of 
the population — are still of an elementary character. Care 
is provided by rural health stations, staffed by a doctor and 
nurses and having accommodation for a few bed-patients. The 
health stations may be visited periodically by city specialists, 
and serious cases are sent to the central hospital for the district. 


Medical Consultation and Attendance in Rural Areas 


It is notoriously difficult for private medical practitioners to 
establish themselves in rural areas where the population is 
sparse and incomes are commonly low. Mainly to meet the 
needs of the rural population, several countries maintain a 

national scheme of consultation and attendance by general 
practitioners. 


Thus, Ireland, Norway and Sweden are divided into 
numerous dispensary or health districts, to each of which one 
or more salaried medical officers are appointed, who serve under 
the supervision of the Miniotry of Health. In Ireland the 
medical services rendered under the scheme comprise every 
necessary form of care, including, e.g., medicines, surgical 
appliances, and treatment by specialists ; the services are free 
but are not available to persons who are deemed able to purchase 
privately whatever medical, surgical or dental care they may 
need. In Norway and Sweden, the medical officers, in the rural 
areas, perform public health duties besides treating the sick. 

Dart^wTit in Sweden, the State refunds 

exreeH o n persons whose means do not 

6xccea a prescribed limit. 

manv"r!™l Saskatchewan, 

fervaS^s “<* ‘^eir families Zd 

Cs"h ‘the’:"'’'" The doctor's requtedt 

furnish the services expected of a general practitioner, including 

' o 
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minor surgery, obstetrical care, and immunisation. In ‘Saskat- 
chewan the districts often take joint action to provide hospital 
care also. 

Hospital Tre.vtment 

Public hospitals for diseases in general, tuberculosis and 
mental diseases are, in most countries, constructed by local 
governments, but they are often subsidised by the State; 
hospitals belonging to charitable bodies also are frequently in 
receipt of grants from public funds. .\s a rule patients who are 
not indigent are required to contribute to the cost of their 
treatment according to their means. In certain countries, 
notably Norway and Sweden, a dilTerent principle is adopted : 
patients are not subjected to a means test, but pa\ a standard 
charge, which is only a small fraction of the cost. It is the 
universal practice of sickness insurance instilution^ to enter 
into contracts with public hospitals to provide treatment for 
insured persons, without charge to the latter. 

In certain countries — for exampde, Denmark, Great 
Britain and Sweden — treatment for venereal diseases is pro- 
vided without charge to the patient. 


Maternal and Child Health 

The health of mothers and children is usually the concern 
of two branches of social assistance : the one responsible for 
ante-natal supervision, obstetrical care and the sopervismn of 
infants-in-arms, and the other for the health of schoolchildren. 
Both branches are inspired by preventive rather than 
policies. In most countries maternal and child health, when not 
entrusted to compulsory sickness insurance, is sti ar,re y 
in the hands of communal authorities, and often depen en upon 
local charitable initiative. The last few years, However have 
seen an intensification of State action in this field which is 
illustrated by the recent creation of central j ^ 

promote these branches of assistance in France ('®38) and 
several Latin-American countries, e.g.. Argentina, Bolivia, 

Tnlombia Ecuador and Mexico. • j 

The care of mothers and infants is usually organise 

the basis of local centres or clinics, staffed by doctors, mi ''i' 
Ind S^r.es and providing supervision, treatment and in- 

Safu after weaning. Statutory P-- ^ 

assistance, as distinct from poor relief, is stih rare. P 
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the oldest and certainly one of the most elTective schemes is 
that established in Great Britain in 1918. The scheme is 
administered by the county authorities, which receive a large 
subsidy from the State. The services provided comprise all 
those just enumerated, and, in particular, the supply of layettes 
and a woman to help in the home, accommodation in maternity 
hospitals, and the maintenance of day nurseries. Beneficiaries 
are required to contribute towards the cost of their treatment in 
so far as they are able. Similar schemes are spreading in the 
United States, with the encouragement of the federal subsidies 
offered by the Social Security Act, 1935. In the Soviet Union 
especially m the urban areas, where maternal and infant 
assistance is highly developed, these services are gratuitous. 
Sweden^, by an Act of 1937, has consolidated and improved an 
older State-provincial maternity scheme, and now assures 
every woman throughout the country, of free attendance by a 

I ® hospital. A nation-wide 

pstem of salaried midwives was set up in Sweden in 1919 and 

adopted in Great Britain 

in 1936 and in Germany m 1938. 

Measures for protecting the health of schoolchildren extend 
beyond the sphere of medicine into those of nutrition and educa- 
tion. Here again early action was taken by Great Britain 

nd treatment in 1921 and school meals in 1906 ; similar services 
are tree only the case of necessitous ehildren! Among cZ! 

maybe “entiZd'A^eminT^gstlnd ^ 
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the opportunity of becoming insured and obtaining the treat- 
ment, appliances and vocational re-training for which the 
scheme provides. Such persons are entitled, if they are without 
means, to those benefits at the hands of the local authority, the 
cost being borne wholly or mainly by the State. 

In Germany, since 1920, it has been compulsory for 
employers to engage a certain number of disabled persons in their 
undertakings. The law applies to undertakings in which at least 
20 persons are employed. The minimum proportion of disabled 
persons to the total staff varies according to the class of industry 
to which the undertaking belongs in conformity with principles 
laid down by the Reich Government, but does not as a rule 
exceed 2 per cent. ' The quota of places must be filled in the 
first instance by war victims and victims of industrial accidents 
in receipt of pensions for incapacity of 50 per cent, or more, and 
in the second instance by the blind who are not within these 
categories and by pensioners whose incapacity is less than 50 per 
rent Disabled persons are preferably found employment in 
^heir former occupations. Specific posts in a given undertaking 
may be set aside for the disabled. A disabled person cannot 
be dismissed without consulting the central assistance authori y 
for the region, to which the practical application of the scheme 
is entrusted. The same authority is also responsible for the 
vocational re-training of the disabled, in so far as they are not 
industrial accident victims, in whose case the responsi 1 1 y 
with the accident insurance corporation concerned. 

In Great Britain, the Government began to take interest in 
the physical and vocational rehabilitation of the disabled on y 
a tew vTars ago. Since the outbreak ot the Second World 
War, hLever, the Government has acted vigorously m order 
. to make available the potential capacity ot the 

disabled. In all parts ot the country the f 

has promoted the creation of fully-equipped fracture and 
orthopaedic departments in hospitals. In the autumn of 1941 
the liBnistry of Labour and National Service announced a schem 
or tlirSning and placement ot the disabled Advantage 

ot the services ottered by the scheme may be taken by any 

' .Ln over the age ot 16 who is disabled tor his tormer occupa- 
person over Ih g ^ be trained lor some 

orTinary employrnt Local ofr.cers ot the Ministry, who 

^ 4- ho'sHitals interview candidates for 

?^ha"bniUtioT b^^^^ discharge, in ’the presence of the doctors 
rprned Training is given in a wide variety of occupation , 
especially 'those connected with the production ot munitions. 
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The courses, which are adapted to the requirements of disabled 

persons and conducted under medical supervision, are provided 

either at the ordinary training centres of the Government, in 

private institutions experienced in rehabilitation work, technical 

schools, or factories. It is considered that the training should, 

in most cases, be completed within 26 weeks. Allowances, 

means test and on a liberal scale, are paid during 

training , they vary according to age, sex and the number of 
dependants. 

In the Soviet Union, the local authorities responsible for 
social assistance provide disabled persons of all categories 
whether in receipt of war, accident or invalidity pensions or 
nc^, with re-training in special workshops or in ordinary technical 
schools and allowances are granted for their maintenance and 
that of their families. Artificial limbs are supplied. Large 
numbers of disabled persons are organised in co-operative 
societies of artisans or agriculturists : these societies receive loans 
and subsidies from the Republic concerned. Certain large 
undertakings make arrangements for the employment, under 
medical supervision, of tuberculous persons, the blind, deaf, etc. 



with States, the Federal Government co-operates 

! providing subsidies to schemes of vocational 
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THE SOCIAL INSURANCE APPROACH 


Introduction 


Compulsory social insurance did not, like Minerva, spring 
full grown from the forehead of Jupiter, or even of Bismarck. 
Its beginnings were tentative and there was at first no vision of 
what the completed whole might be. In particular, the essential 
unity of the risk, namely loss of earnings, resulting from accident, 
sickness, invalidity, old age, death and unemployment, was not 
perceived, nor was it foreseen how insurance would gradually 
extend its functions, and, from being principally concerned with 


compensation by cash benefits, would turn its attention more 
and more to preventive and restorative services. 

Nevertheless, from the outset compulsory insurance was 
shaped by the purpose of rendering the wage earner as indepen- 
dent of poor relief as possible, on the principle that his wage 
should include an insurance premium covering the risk of its invo- 
luntary loss, the liability of the State being merely subsidiary. 

For building the first great European schemes, the founda- 
tions were the voluntary sickness funds, the employers’ liability 
principle, and the pension funds which had long existed for civil 
servants, miners, seamen, etc. From the beginriing, social 
insurance has therefore distinguished between the accident risk, 
for which the employer is held solely liable, and the genera 
physical risks, which are regarded as the common concern of 
employers and workers. The general physical risks have m 
turn been classified, for the purpose of organisation, according 
as they imply short-term cash and medical benefits {sickness , 
or long-term cash benefits (old age, death and invalidity)^ 
When years later, unemployment was added to the risks covere 
by social insurance, the starting point was the voluntary 
insurance conducted by the trade unions. Social insurance 
early acquired a pattern of organisation which became classic 
and^which has been followed in some cases even by countries 
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where the traditional institutions in question had not been 

developed. Compulsory social insurance began nearly 60 years 

ago in Germany, and the legislation of 1883-89, associated with 

Bismarck, has, more than any other, influenced the development 
of social insurance. 

Several European countries, instead of proceeding direct 
from voluntary to compulsory insurance, have experimented 
with State subsidies to the voluntary insurance movement, 
first to the sickness and old-age funds and then to the unemploy- 
ment funds. The weakness of voluntary insurance has always 
been that the groups most in need of insurance protection 
name y those with the lowest wages, the most irregular employ- 
ment and the least savings, cannot afford to purchase protection 
unaided The State subsidy lowers the cost of insurance, 
though Its help is not confined to the poorest members of the 
und. Where the subsidy is considerable, e.g., one-fourth of the 
st, and the general standard of living and education is high 
as in Denmark and Switzerland, voluntary sickness insurance 

in^orrf/" r majority of the low and medium- 

ncome population, including the peasants, who are a very 

important class in these countries, and ^ther independent 

l^knrs^fund" co’ Denmark made registration^ with a 

S Lfnn. every adult, while numerous 

pulsory ba^ ” 
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urgency attributed to each branch and, on the other hand, by 
the comparative difficulty of the administrative problems 
involved. It might have been expected that sickness insurance, 


with its local machinery for maintaining close contact with the 
insured and with a medical service available for all physical 


risks, would be the first branch to be established. In reality, 
however, a more or less simple employers’ liability law, which 
produces its effects with a minimum of Government inter- 
vention, has everywhere preceded the introduction of any 
branch of compulsory insurance. In voluntary insurance the 
most advanced branch is commonly sickness insurance ; this 
fact may either provoke the easy step of converting sickness 
insurance into a compulsory scheme, or, as evidence that some 
provision is already made for covering the sickness risk, may 
cause the Government to attend rather to pension insurance. 
Compulsory unemployment insurance, apart from the British 
Act of 1911, is a creation of the last dozen years and is 
consequently the youngest branch of social insurance. 

This classic pattern consists of four designs, of which two 
— workmen’s compensation and unemployment insurance — 


stand isolated from each other and from the remainder, and two 

’ sickness insurance and pension insurance — are contiguous 

but nevertheless distinct. It is highly resistant to change, 
and we may, according to our preferences, regard the various 
branches of social insurance either as specialisations necessary 
for the efficient discharge of different functions or as a group of 
organisms each of which, once well established, fights to retain 
its own hunting ground and survive. However that may be, 
it is certain that social insurance, as built up principally in 
Europe between 1880 and 1930, has made an immense contribu- 
tion to the social security of the employed population, and that 
the same broad principles are capable of effective application in 

a wide variety of cultures. 

While retaining its original divisions, social insurance has 
nevertheless evolved ; each branch — workmen’s compensation, 
insnrance. nension insurance, unemployment insurance 
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organisation, scope, benefit policy, and finance. This move- 
ment can only be sketched with very broad strokes, which, 
necessarily, but arbitrarily, obscure important divergencies 
among the practices of different countries and overstress the 

similarity of speed and direction in the development of national 
policies. 


A. Organisation 


(1) Workmen’s Compensation 

When the principle of employers’ liability for industrial 
accidents had been recognised, prudent employers of limited 
resources began to insure against their liability with insurance 
companies or to form mutual insurance associations, often on 
an occupational basis. Insurance became more frequent when 
workmen s compensation laws rendered the employer liable for 
accidents irrespective of the worker’s fault. Insurance com- 
panies and mutual associations were already well established in 
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be perfectly guaranteed. A cheap and efficient routine for the 
collection of premiums can be installed. Economy in admin- 
istration enables benefits to be improved. Friction between 
the claimant and his employer is eliminated, since the latter 
is no longer a party to the case. Participation of workers’ and 
employers’ representatives in the management secures that the 
law is administered in a fair spirit, and justifies the substitution 
of the fund itself for the courts as the arbitrator of claims. 
In the interests of workers and employers, it is able to promote 
accident prevention by positive means and to organise efficient 
medical and rehabilitation services ; in these activities its status 
confers on it the power to invoke the co-operation of other public 
authorities. 


(2) Sickness Insurance 

In western and central Europe, where it originated, com- 
pulsory sickness insurance took over, as the basis of its organisa- 
tion, the existing voluntary institutions. Politically, their 
claims could not be ignored, and, as sole depositaries of admin- 
istrative experience in this field, their co-operation seemed 
indispensable for the launching of a compulsory scheme. The 
voluntary institutions were self-governing mutual benefit 
societies, the membership of which was drawn from workers 
in the same occupation or undertaking, or, irrespective of 
occupation, in the same locality. The voluntary institutions 
that were occupational in character often represented a survival 
of medieval corporative tradition, and there was at first the 
hope that the solidarity of feeling and similarity of needs to 
be found especially in occupational bodies would afford a firm 
foundation for the application of compulsory sickness insurance. 

This expectation was found to be justified only 

Even at the outset it was necessary to establish statutory 

sickness funds on a local basis to take care of persons who would 
not or could not, join the existing societies. Moreover it 
gradually became clear that a multiplicity of small societies, 
often operating in the same area, is difficult to regimen m 
conformity with the stringent administrative exigencies ^ 
national compulsory scheme, and that they 

opportunities, now beginning to be . sickness 

insurance offers for improving the people s healthy A sickne 

fund must have a territorial basis in order to be ab e to organise 

its medical services efficiently, utilising fully the local medical 

facilities * contracts with doctors and hospitals must in 

be uniform within the same locality. The fund must not be so 
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large that it loses intimate contact with the insured individual, 
but its membership must be numerous enough to secure fairly 
even sickness experience from year to year. Again, occupation 
has a decisive influence on the morbidity of those engaged in it 
and, for that matter, on their unemployment ; the selection of 
insured persons by occupation results therefore in the concentra- 
tion of bad risks {i.e., high morbidity and irregular contributions) 
in some funds and of good risks in others. Hence, the constant 
policy in most countries has been to strengthen the statutory 
territorial funds at the expense of the societies of private origin. 
No new societies are admitted to share in the administration of 
compulsory insurance and the existing voluntary societies are 
j re^luced in numbers by amalgamation. The voluntary 
societies, however, introduced into compulsory sickness insur- 
ance, and indeed into social insurance generally, a tradition of 
democratic self-government which was taken over by the 
statutory sickness funds. 

1 he territorial organisation of compulsory sickness insurance 

has invariably been adopted in those countries where no 

voluntary institutions existed and where, in consequence, the 

very diflicult task of creating an entire organisation, albeit a 
rational one, had to be faced. 


(3) Pensio.n I.nsurance 

The forerunners of general schemes of compulsory pension 
insurance were the retirement funds for public servants 
employees of large stable undertakings, such as railways, and 
in several countries the pension schemes for miners and seamen 
— groups in whose welfare the State took a special interest 
The general schemes for manual workers or employed persons 

eltal^shnlL’l funili!"^ or 
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this may be sought in the facts that there is a weak tradition or 
none at all to be handed on to the newly created pension insti- 
tution, and that financial and actuarial problems are the main 
preoccupation of long-term insurance. Nevertheless, most 
general schemes, in which pension and sickness insurance are 
often combined, are administered with the participation of repre- 
sentatives of employers and workers. The right of being repre- 
sented corresponds to the duty of contributing, and both symbo- 
lise the responsibility of the parties as distinct from the State 
for the good administration of the joint concern. Representative 
government serves also to maintain the confidence of the con- 
tributing parties in the benefit and financial policy of the institu- 
tion. In the awarding of pensions, especially for invalidity, 
there is a clear need for the collaboration of employers and 
workers possessing a practical acquaintance with the claimant s 


occupation. 

Pension insurance providing adequate benefits in the case 
of old age, invalidity and death is costly, much more so than 
sickness insurance, and general schemes for manual workers 
offer, as a rule, benefits which represent hardly more than a 
bare’ minimum of subsistence. Certain privileged groups — 
those with higher salaries and in permanent employment, 
especially in establishments which are not exposed to com- 
petition — can make better provision for themselves than a 
general scheme, intended primarily for manual workers, could 
offer. In many instances these groups, as has been noted above, 
had already constituted their own pension funds before the 
general scheme was introduced, and in certain instances ey 
Lve done so afterwards. In central Europe and in South 
America there exist numerous schemes of compulsory pension 
insurance for salaried employees as a social class, 
the establishment funds founded by employers and the special 

statutory funds for miners, seamen and 
Europe these special schemes and funds have continued to exist 
side by side with the general scheme. Their members are 
exempted from insurance under the general scheme, 
special scheme or fund is of statutory oripn or its 
financial soundness is guaranteed (in establishment ^ 

maintenance of full actuarial reserves is as a nile required) 
to the satisfaction of the supervisory authority, and proyid , 
of course, that the benefits are at least equivalent in value to 

- “^',„°'.eVtfrEut;et”ountries the organisation of pension 
insurane'e presents the picture of a single national msUtuUon 
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for manual workers, one smaller fund each for salaried employees, 
miners, seamen and railwaymen, and a multitude of establish- 
ment funds. Little tendency to concentrate the whole of 
pension insurance in one scheme has been observable, though, 
in countries where establishment funds were numerous, amal- 
gamations have taken place in the last few years. The State 
usually subsidises the general scheme, but only rarely the salaried 
employees’ scheme or establishment funds; it therefore saves 
money by exempting salaried employees and the members of 
these funds from the scope of the general scheme. The members 
of the special institutions, except miners’ and seamen’s funds, 
are better risks than manual workers, and by keeping themselves 
apart, can retain that advantage as well as devise benefits 
more closely suited to their needs. Since the possibility of 
transfer from one scheme to another must always be provided 
for, it is necessary to prescribe elaborate regulations for the 
transfer, with the person, of the actuarial reserve for his accruing 
rights, or else to require the several institutions concerned to 
share in a joint pension when the claim matures. 

In South America, pension insurance among the Atlantic 
States has developed on lines different from those followed in 
Europe. Schemes of compulsory pension insurance have been 
instituted for successive groups of workers, beginning with those 
m permanent employment. As a rule, the State has granted 
subsid^ies in some form to these schemes. When this process 
has advanced to a certain stage, the differences between these 
schemes and the omission of the less privileged groups come to 
be regarded as unjustified and anomalous, and then a^ beginning 
made m the direction of unification by imposing untform 

standards, or by co-ordinating the administration of the schemes 

somrot tTe®fund°s''^Th''''‘"^ authority, or by amalgamating 

centrahL ^ “ marked tendency to 

centralise pension insurance and at the same time to bring in 

groups hitherto excluded, such as the large group of mafual 
workers in industry, which is of recent growth 

The dispersal of the administration of pension insurance 
among occupational schemes and establishment funds is a 
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members, and for this purpose it must enter into co-operation 
with sickness insurance by assuming responsibility for certain 
forms of treatment or the treatment of certain diseases, such as 
tuberculosis, which are likely to lead to invalidity. This means 
that pension insurance can no longer confine itself to cash benefits 
and financial administration, but must intervene in the organisa- 
tion of medical care. Such intervention, in order to be effective, 
involves close contact with sickness funds acting as its local 
agencies. Occupational pension schemes and establishment 
funds are evidently ill adapted to co-operate with sickness funds 
in preventing invalidity and promoting the extension of health 

services. 


(4) Unemployment Insurance 

Unemployment is the latest of the social risks to be covered 
by compulsory insurance. By 1940 about a dozen countries 
had adopted compulsory insurance and a somewhat smaller 
number were still experimenting with a subsidised voluntary 
insurance, using trade unions as their agencies. The slow 
development of compulsory unemployment insurance has been 
due in part to doubt whether unemployment is an insurable 
risk, since it is very difficult to define and unpredictable in its 
volume, while a relief system, it was felt, was indispensable to 
meet prolonged unemployment. The recent accession of 
United StatL and Canada to the ranks of countries with 
compulsory schemes shows, however, that the advantages 

of insurance forms have been judged sufficien ° 

the effort to subject this refractory risk to insurance 

technique. ^^g^^igation of compulsory unemployrnent 

insurance insists of a central insurance institution, ''^^ing 

tLn peTsCinsurance, un^ployment insurance reqn.res 
77ncurrLce of large numbers of members in order to smooth 
out as much as possible the occupational and local fluctuations 
? 7ks • even so it needs to accumulate also a large con- 
tingency Id- Moreover, where unemployment 
the service are not subject to the same a>.tho^2, 

cle co-operation at the centre is 

Employers and ^ ehiefly through their represen- 

of disputed claims. 
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Conclusion 

In the organisation of social insurance the leading tendency 
has been towards centralisation. This tendency, which is 
paralleled in many other fields of social life, is here characterised 
by the spreading of responsibility for common risks over an 
ever more numerous group : occupational schemes give place to 
those which embrace all trades without distinction, and the area 
served by an institution grows larger. 

The earliest carriers of social insurance were small institu- 
tions owing their origin to private initiative or to public experi- 
mentation on a small scale. The administration of compulsory 
insurance through numerous and heterogeneous institutions is 
likely, if not certain, to be costly. A higher ratio of officials 
is required per thousand insured persons in order to perform a 
given function, and the work of supervision by higher authorities 
is more extensive and complicated. Small institutions, even 
if they can safely carry, their own risks, require relatively large 
reserves or else must reinsure their liabilities. As a branch of 
insurance gains experience, it perceives fresh opportunities of 
improving its services to the insured that call for the employ- 
ment of technical staff and equipment beyond the resources of 
small institutions. Since every institution, by definition 
possesses some degree of autonomy, some elbow room within 
the web of regulations, differences of practice grow up among 
them implying inequalities which may be repugnant to the 

better^ the n variety, for worse as for 
better , the policy-making authority would like to have the better 

variety only, and its efforts in this sense lead it to impose uni- 

^ level. And vyhen this has been 

tn ’ f ^ question naturally arises : why a variety of institutions 

to perform Identical functions ? So th^e is a twofold tendencv 

to reduce the number of institutions while increasing thAir • ^ 
and to smooth out differences between thr ^ 

B. Scope 
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maimed and destitute persons, waste product of an expanding 
factory system. At first, therefore, the scope of workmen s 
compensation was limited to workers in factories and mines, 
where the danger of accident was greatest, but logic soon began 
to press for the inclusion of all employed persons. The prin- 
ciple that owed its origin to the peculiar hazards of factory work 
sought for itself a wider validity, no longer conditioned by the 

degree of risk involved in the work. 

The extension of the scope of workmen’s compensation 
encountered resistance, which in some countries is not yet wholly 
overcome. A long rearguard action has been engaged against 
the inclusion of domestic servants, whose risk is not distinguish- 
able from that of housewives, and against the coverage of 
agricultural workers, whose occupation, unless it involves the 
handling of machinery, was supposed likewise to offer no special 
hazards. Again, small employers in general have been exempted 
from liability in many countries, whereby domestic servants and 
many agricultural workers are incidentally excluded. It had 
been tacitly assumed that the employer was a factory owner, 
financially strong enough to take the liability for compensation 
but this assumption was unjustified in the case o a sm ^ 
employer whose resources might be hardly greater than ^s 
of his workers. Another tacit assumption, namely that the 
worker could not carry his own risk, has been held to e un- 
wrrranted in the case of those workers and, with stronger reason 
salaried employees whose remuneration is deemed high enough 
to allow them to make their own provision against accident and 
tL laws of a certain number of counlr.es exclude them 

^“'’some laws, among which are to be counted those having the 
widest scone do not require employers to insure. The le„is 
lature having established the right to compensation for sub- 

fhe injured worker can enforce his claim or noh Those laws 
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claim shall be met. Once insurance is compulsory and is 
administered by a State fund, it is seen that the insured person 
is no longer the employer but the worker, on whose behalf the 
employer pays the premium. With the disappearance of the 
direct liability of the employer towards the workers and its 
replacement by the collective liability of employers, discharged 
through an insurance institution, workmen’s compensation 
becomes a branch of social insurance. 

The employer’s liability principle affords no help to the 

independent worker — artisan, peasant or fisherman — but 

accident insurance as a branch of social insurance is able to take 

care of the risks of these groups, and, in several countries where 

they are of considerable importance, provision is made for them 

to insure their occupational risks, sometimes voluntarily, 

sometimes compulsorily. Thus, in Germany and Italy, peasants 

are compulsorily affiliated to the special institutions which 

administer accident insurance in agriculture, while Norway 

and Sweden have set up special schemes of accident insurance 

for fishermen, compulsory in the former, voluntary in the 
latter. 


(2) Sickness Insurance 

I’nhke workmen’s compensation, compulsory sickness 
insurance and, for that matter, pension insurance and unemploy- 
ment insurance do not rest on any juridical principle rooted 
in the common law : their justification is essentially pragmatic 
^n\ compensation requires an employer 

^sha« thVconl ^'•der 

lo snare the contributions and to collect them. 

'"0*1 countries has been 
applied from the beginning lo persons employed in industry and 

commerce ; a few countries, however, have begun with the urban 
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Non-manual workers whose ^ala^y exreerH a certain h vel 
are excluded from compulsory sicknes- in>urance in a fcHain 
number of countries, just as they are from workmen's compensa- 
tion. In several countries a special reason for their exclusion 
from sickness insurance is the unwillineness of the medical 
profession to see restricted the area of their private practice. 
The salary limits seem to have been fixed much too low to enable 
the excluded workers to dispense with insurance altotrether, so 
that they must therefore contribute to a voluntary sickness 
fund It cannot be asserted, however, that the salaried 
employees have raised any strong objection to their exclusion 
from compulsory insurance: in some countries they may 
have appreciated their exclusion as a social distinction. But 
times are changing quickly, and a 19-41 amendment of the 
British scheme, raising the salary limit by 6 m per cent, to 1420 
a year, has been welcomed. 

In industrialised countries the great majority of persons in 
the low- income group are no doubt found within the ran s o 
wage earners, but inability to provide against sickness is not, of 
course, identifled with employed status. There .s clearly a 
need in several countries tor sickness insurance among < he more 
or less numerous class of independent worker of 
moderate means, but in the absence of an employer, .t has not 
been considered feasible to make insurance compulsory for this 
class, instead, most schemes o^er them vo unlary in^ran„ 
under certain conditions designed to keep out bad risks. Usually 
rpers:; ,vho has proved by completing a qua .tying period of 
rnmniilsorv insurance that he is a normal n=k is allowea, 
on ceasin^ to be employed, to continue his insurance as a 
voluntary contributor. Independent workers as ^ 

^ 4 * to volunlsrv insurance \Mthin the 

slltutorv scheL under conditions as ti health and age similar 
to hlrr^qulr^d by private sickness insurance. S-irprising y 

i very small proportion of the members of many statutory 

sickness insurance schemes are ™luntap "^“‘Yt‘' ordinary 
inconsistent reasons may explain this ^po „„tribution, 

Zunuatt ‘froL business during temporary 

illness, preference for a rtant agriculture 
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citizenship, so that they apply to the whole or the greater part 
of the adult population. Such schemes are operating in Den- 
mark, New Zealand and several Swiss cantons. 


(3) Pension Insurance 

The scope of pension insurance has extended over the 
employed population in the same rhythm as that of sickness 
insurance, but in most countries some years later. Here also 
agricultural workers are the last to be included, although pension 
insurance is not so difficult to extend to this group as sickness 
insurance. Generally speaking, the majority of schemes of 
compulsory sickness insurance have been supplemented after an 
interval by compulsory pension insurance, but by no means all 

pension schemes have yet been followed by sickness schemes, 
especially in the Americas. 

The public demand for pension protection is generally 
wider and stronger than for sickness and medical benefits, 
but pension protection is more difficult to furnish because of the 
very high immediate cost and of the absence of an extensive 
system of voluntary institutions. Salaried employees and 
independent workers especially are more interested in pension 
insurance. Consequenlfy, the State has shown a greater concern 
to render pension protection as widely available as possible. 
Almost all schemes which are designed primarily for employed 
persons allow for the voluntary continuation of insurance by 
persons previously insured compulsorily, and a large number 
permit voluntary affiliation without a previous period of com- 
pulsory insurance. Such voluntary insurance has attracted a 
considerable number of participants only in Belgium and Great 
Britain where the State has heavily subsidised it 

the same countries as have erected sickness insurance on a 
national basis have, together with others, a similar pension 
insurance for the whole adult population. In Denmark 
ew ea and and Norway, pension insurance has evolved from 
a non-contnbutory scheme by the mere introduction of a com 

taxation 'n stten attin Finla^’f 

xii owcuen ana in rinland, on the othpr hanH fLr» 
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The scope of compulsory unemployment in-uranc. m eai h 
of tic countries concerned embraces persons employed in 
industry an.l commerce : agriculture is everywhere excluded, 
save inV.reat Britain, which in 1930 introduced a special scheme, 
o farm labour I he exclusion of farm labour appear, to he 
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a subsidy from the State. The prescribed limit, which can 
hardly be other than an arbitrary figure, is adjusted only tardily 
to change in the general level' of wages and in the cost of living. 

The problem of bringing independent workers within the 
scope of social insurance received little attention until a few 
years ago. On the one hand, there did not seem to be any 
vigorous well-organised demand for protection from this group, 
and, on the other hand, no convenient substitute for the 
employer as collecting agent could be devised, while the State 
was not ready to take his place as a contributor. The example 
of the successful working of social insurance among wage earners, 
the fact that the latter’s insurance was being subsidised, and 
the chronic instability which has affected all means of livelihood 
in the last decade have, however, combined to render the pro- 
tection of insurance more desirable and to create a demand for 
it among independent workers. This demand, which has been 
chiefly concerned with pensions, can, as a few examples have 
shown, find a large measure of satisfaction in the offer of the 
opportunity of affiliation, on a voluntary basis, with a scheme 
designed primarily for employed persons, but only on condition 
that a heavy State subsidy is granted to those independent 

workers who are already elderly when the scheme comes into 
force. 

In several countries, where independent workers, principally 

farmers, form a very important group, pension insurance and, 

m a few countries, sickness insurance also, have been established 

on a national basis, with citizenship instead of employed status 

as the criterion of insurability. Thus, at one stroke, the whole 

adult population has obtained security against one or more of 
the social risks. 


C. Risks and Benefits 

(1) Workmen’s Compensation 

Risks 

The risks covered by workmen’s compensation are the 
economic loss and medical expenses resulting from injuries 

IccoSll to Such injuries, 

according to Swiss experience, represent in the case of industria 

to man two-lWcds of all accidental injuries 

In many countries occupational diseases are compensated in the 

same way as accidental injuries, and the list of the diseases so 
compensated lengthens continually. aiseases so 
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Most workmen’s compensation laws refrain from defining 
the term “ accident ” : they merely specify, in more or less brief 
language, that there must be an injury connected with the 
victim’s work. Originally, an accident was understood to be a 
sudden, violent occurrence due to an external agent : the 
attributes of suddenness and violence are even mentioned in 
some of the older laws. 


The interpretation of the definition of industrial accident 
has entailed endless litigation and has generated a case law of 
unexampled bulk, especially in France, Great Britain and the 
United States, so that the student of social policy cannot forbear 
to doubt whether the result has been worth the expense of 
money and spirit involved. In countries where workmen’s 
compensation is entrusted to a State mutual fund, employers 
and workers have been content that a more expedient procedure 
should be followed, less refined, but perhaps in the end no more 
arbitrary, and certainly one which is commending itself now- 
adays to one country after another. 

Nevertheless, from the worker’s standpoint this litigation 

has had some utility, in that court decisions have tended to 
widen the notion of accident in directions along which legislative 
advance would have been impracticable at the time. The 
is especially tempted to give the widest interpretation to the 
notion of accident in countries where workmen’s compensation 
is not paralleled by compulsory sickness and pepip insurance. 

The principle of occupational risk assumed that the mass 
of accidents were not due to the fault of employer p wor er, 
but it was admitted that on either side of that mass there was a 
fringe of injuries due to the gross negligence o one o e 
parties Where the employer is clearly at fault, but is inpred, 
it would be unfair towards the other contributing employers 
to pay compensation from the common fund and, where 

experiLce rating is practised, it would be “.3 

employer to debit him with an accident tor which the 
mora/responsibility was obvious. However, since workmens 
compensation would lose its practical value if 
for disputes on the question of negligence were 

SieritflwIoVprisronly injuries bulling from such 

safety “PP';^"“\ °;33‘3ihrg*riy party forfeits the protection 

ofthe insurance scheme : the worker loses his right to 

Uon l^d the employer must repay the compensation to the 
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insurance institution, or pay additional compensation to the 
injured worker, or else expose himself to a common law action. 

The main justification for placing on the employer the sole 
liability for industrial accidents is the fact that he alone has the 
authority to take preventive measures in his undertaking. 
Nevertheless, the employer’s liability is not confined to accidents 
which take place in premises controlled by him. He is also 
liable for accidents suffered by workers travelling on his business 
and, in half a dozen countries, for accidents occurring during 
travel to and from the place of work. In Switzerland, insurance 
against non-occupational accidents is compulsory for workers, 
its cost being shared by the State (one-fourth) and the worker 
(three-fourths). On the other hand, persons who work in their 
home for an employer are almost everywhere excluded. 

The first workmen’s compensation laws covered accidental 
injuries only . occupational diseases were excluded because 
it was thought impossible to prove in the individual case that 
the disease was caused by the work. At the present time, 
hov\e%er, the great majority' of laws cover a range of occupational 
diseases which grows ever wider. The notion of accidental 
injury was soon held to include diseases arising on some definite 
occasion and connected with the work {e.g., anthrax infection). 
.\part from that, the inclusion of diseases has resulted from 
advance along two separate lines. In some laws the risk is 
described simply as that of physical injury met with during the 
work, and this definition comes to include any disease which 
in the case considered, is proved to have originated in the work’ 
whether suddenly or gradually {e.g., Brazil, California, New 
bouth ales). \Vhere such an extension by interpretation does 
no prove^ possible, special legislation is necessary to enable 
diseases of gradual onset to be covered. The classic legislative 

n'nMcw embodied in the^ British 
Act of 1 J06, which contained a list of diseases, chiefly industrial 

poisonings and opposite each disease the occupation the 

was conclusively deemed to cause the disease • 
f the disease was not contracted in the corresponding occuna’ 

bTli’is work Usts'of^d '* 

k. ^'sts of diseases sometimes running to a score rr 

more of . ems are now in force in many countries aTthe 

ne“w no - increases as chemistry i'ntrolces 

stir industrial processes, and medicaf science and 

etiologrwaTfrmeVk queXneT' Thf most 

method Of covering o«u’patio„aiteal's^sTuUr^;fhTe^^^^^ 
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lation as that of Brazil or New York, which, on the one hand, 
covers any disease resulting from the work and, on the other, 
all diseases listed as inherent in the exercise of certain occupa- 
tions. The experience of New York has shown that, even where 
the coverage of occupational diseases is all-inclusive, the 
number of disease cases compensated does not exceed 5 per 
cent, of the number of accident cases, if the heavy disease risk 

of miners is left out of account. 


Cash Benefits 

Workmen’s compensation laws have always distinguished 
three states or phases of economic need resulting from accident^ 
temporary incapacity, permanent incapacity, and death ; an , 
by the benefits in cash and kind which they afford, perform in 
relation to industrial accidents the same functions as are 
performed by the sickness, invalidity and survivors insurances 

iointlv in relation to general physical risks. . , i 

Cash benefits are always (save in a few of the special schemes 

for ao-ricultural workers) reckoned in terms of the previ 
wages of the victim. The wage or the benefit is always subject 
to a maximum, and often also to a minimum, rate. 

Compensation for temporary incapacity takes 
the form of an allowance on a daily or weekly basis. g 

on the Txply of a waiting period of a few days, and lasts unti 
recovery ^or^until permanent incapacity is ascertained to ®xi 

c.omx>\eiion oi medical treatment; a maximum period 

? fn^r example one year is sometimes set for temporary incapa- 
of, for example, J , eastern Europe, sickness insurance 

more than a tew weeks. nermanent incapacity and 

As regards "Lps represLling 

death, the laws can be divided t th g p 

different traditions or PO>i<i‘«„ tor the 

original laws ot Germany P.^idols and children. 

permanently incapacita e which have been 

The second group consists mainly ot the laws 

inspired by the B^fsli Act ot ,,, Sp,„Uh 

included a few t^®tin-Amer ^ preference for lump 

Act of 1900 : these laws are character^^^ of pensions. The third 
sums, reminiscent of dam g , legislation of the United 

group comprises most the ^ between those of the 

States : its benefits stand hal , ^ . j gu^is but paid 

other groups, for they are calculated as lump 
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out in equal instalments over a limited period. Without 
entering into a discussion of the merits and demerits of these 
three forms of benefit, it must suffice to indicate that the tend- 
ency for some years past has been to adopt the pension as the 
normal form of compensation for permanent incapacity {if 
substantial] and death, lump sums being awarded only in 
exceptional cases where they are clearly advantageous to the 
beneficiary. If, however, the incapacity is not substantial — 

e.g., if earning power is reduced by less than 10 per cent. it 

IS a usual practice to substitute a lump sum for the very small 
pension which would have been due. 

The proportion of the benefit — allowance for temporary 
incapacity or pension to wages was originally fixed having 

character of compensation as a compromise, 
substituting a moderate but sure payment for common law 
damages ranging from zero to the full economic loss and more. 
The attempt to find a rational criterion for fixing the compensa- 

f h ' proportion of 50 per cent, of the economic 

•shflrpH responsibility for the causation of the accident is 
shared equally between the employer and the worker, or 66 2 / 

Z 'ascribed which 

are ascribed t^o his management and with those which are 

regarded as the normal hazard of industry, namely those in 

TscerLneV'o^^'^" responsibility of the parties cannot be 

considerations arguments were the 

siderations of keeping down the cost of compensation and 

tldoS atT'o , 'I Ihe^: percenta^^^^ 

the pmdominaat one® JpelTy 

rates." ne“mosrnoticeaWe''d® 'itUe change i„ benefit 
auction of dependants’ iLt'ntrTn co' *2'“' ‘‘'I 

general system of family allowances is in elTeci h"'® ® 

as is logical are addt^d tr> tu effect, the allowances, 

(Australia, Belgium, France Ne^leaM 'r ^ 

pert of compensation tLir intiodT^"* 

siderations^of S adequicr compensation by con- 

workmeVs compMsatiOT,*nor\or thaTmitr'^’ ®5'®tc.'"etically in 
legislation generally is that of thp aH f social insurance 

coat of hvifg. Threarly : wer t^Tn 1 ^ 

J !> were passed in a period of fairly 
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stable prices, but after the First World War a period of instabil- 
ity set in. The procedure hitherto followed has been to wait 
until the situation of pensioners or insurance institutions becomes 
intolerable and then, by ad hoc legislation, to adjust the rate of 
compensation. It might have been expected that countries 
with State mutual funds would have led the way in providing 
for the current adaptation of benefits, since for them this step 
offers no particular difficulty. Instead it was the British Act, 
as amended in 1923, which introduced this principle and has so 
far found no imitator in the workmen’s compensation held, 
a change of 20 per cent, up or down in the level of wages in the 
victim’s occupation at the time of the accident justifies a cor- 
responding adjustment in his periodical payment. As, however 
most cases of permanent incapacity are, in Great 
by a lump sum payment, the opportunities for app y g 

pe^anent incapacily is 

perhaps the most delicate task in the 

men’s compensation. During the healing period, the injured 
worker is in practice required to abstain from wo , 
rcapacily is in consequence total. But when that period 
is owr any remaining effects of the injury may involve per- 
manent inclpTcTty in feme degree. Accidental Nurms unlike 

, diseases, are usually visible and affect « f Jith 

some precision The difficult question is 

to which earning power has been reduce j indemnify The 

which workmen’s compensation purports to inde^^^J^^ 

common law IS read^ to awar am compensation law 

iTs drtf,is,^ot a rsb^ndS 

of principle, hut because no o fcc ive . ^ ;£ not always 

for measuring these actors. assess per- 

Ihe practice, of workmen s comp earn in any 

manent incapacity wi victim The assessment of 

occupation reasonably open to the vclim. 3i„ce 

the reduction of earning capacity ,y 

the loss which the injury will stale of the 

individual’s effort at ® Pextraneous to the philoso- 

labour market, a factor w ‘C . persist in obtruding itself. 
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drawn up assigning to each a specific degree of incapacity or 
percentage of reduction in earning power. Such schedules are 
for the most part mere guess work : apparently their degrees 
could be converted into true average values by observation 
of the subsequent histories of large numbers of injured workers 
in different trades, but this appears nowhere to have been done. 
The schedule, though arbitrary, is at least impartial and, if its 
use is enjoined by law, removes a great cause of disputes ; 
by its very finality, it achieves in its way an impression of 
authoritative justice. The second approach is frankly by the 
method of trial and error. The judge, aided or not by competent 
assessors, estimates the probable consequences of the injury 
for the individual, trying to take account of all the relevant 
objective factors occupation, age, sex, opportunities offered 
by the available labour market — but assuming, nevertheless, 
a sort of average willingness to make good on the part of the 
worker. Often a judge makes use of a schedule in this method 
also, but takes its indications as the starting point only of his 
estimate. This method is fair, but since it is based on opinion 
it is apt to leave the worker with a sense of grievance, and 
because that opinion can be changed, he remains unsettled and 
unwilling to assert his full powers. A schedule having binding 
force and generous to really serious cases, if coupled with a 
sympathetic and thorough rehabilitation policy, may perhaps 
be found to offer the best solution to this problem, for this 
combination assures the man of at least a solatium for his injury 
in every case, and also provides him with assistance and incentive 
in making the best of his remaining faculties. 


Benefits in Kind 

^6en an element of workmen’s compensatioi 
from the beginning. The British Act, it is true does no 

rawI'd^tveT^f^'^^^ numerous colonial and dominioi 

berefit Ai r T introducing thi 

benefit. At first, provision for medical aid was couched ii 

per unctory terms, for medical men had little to do with th 

drafting of the laws. In the First World War advances wer( 

weVp!;? hr^ wounds, and rehabilitation service' 
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understand both the possibilities and the advantages, economic 
and social, of specialised and complete medical care for accident 
cases. The success of Dr. Boehler’s accident hospital in Vienna 
has had a far-reaching influence. The idea that the cheapest 
and briefest treatment is good enough, is no longer in vogue. 
The well-founded fear that some doctors would exploit the 
insurance institutions, has of course hindered in many countries 
the adoption of a liberal policy of medical aid, but a variety 
of means have been devised for controlling abuse and also for 
assuring the quality of medical treatment. Agreed fee-schedules 
are introduced in many countries, and, where the insurer is a 
statutory institution genuinely interested in the full recovery 
of the worker, it may possess its own staff of medical supervisors 
and its own clinics, or it may contract with clinics complying 


with the standards it prescribes. 

In a growing number of countries, medical aid in workmen s 

compensation looks to the maximum restoration of working 
capacity. After an operation, care is continued to restore the 
fullest mobility and strength to the affected limb ; as for the war 
wounded, so for the industrial victim, artificial limbs are supplied 
and renewed by the insurance institutions. The new policy is 
summed up in\he word “ rehabilitation ”, a process of which 
complete medical care is the first phase and indeed, m the grea 
majority of cases, the only phase. For the prevailing opinion 
is that there are very few permanently injured persons w o 
cannot be restored sufficiently to enable them to return to their 
former occupation ; that should in any case be the aim. But for 
the small minority who must change their occupation, certai 

countries including Spain, Cuba, Germany United 

States (bv a federal law) have provided training facilities and 
help in finding employment: this is the second phase of 

rehabilitation. 


( 2 ) Sickness Insurance 

Bisks 

The functions of sickness insurance are to provide pre- 
ventive and ^IrcuplS tor 

ItmiKnod. tt'lotal volume of Ump^^^^^ 

rltcuT" "among the employed popula- 
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tion generally as distinct from workers in hazardous occupations, 
appear to be about as frecjuent as those of occupational origin. 
Sickness insurance has thus a much larger case load to deal with 
than workmen’s compensation ; disease accounts for the great 
majority^ of its cases and this fact has diverted attention from 
the relatively small but nevertheless important group of injury 

CdS6S« 

The definition of the events giving rise to the benefit of 
sickness insurance is simple ; the need for medical care and 
inability to continue one’s usual work by reason of illness, both 
ot them conditions the presence of which only the medical 
attendant or medical referee is competent to ascertain The 
worker does not have to prove that the illness is non- 
occupational ; for it is incumbent on sickness insurance to relieve 
m the first instance and without question all insured persons 
eeding medical care. In cases where the responsibility of 
workmen s compensation appears to be involved the worker 
will claim compensation if it is advantageous to him • and 
shou d he not enforce his claim, the sickness fund will ^cUn 

?nsur^nl‘''in ’’cenf already noted, sickness 

TnSri:: TnT‘l"' NevertheleT “the ” ef 

incapacity meant thatT mfn fetu!)? iU 
subjective impression was corroWa L bv 
Nowadays, however innanapifTr • j ^ diagnosis, 

in which conUnua;“ 0 ^ el understood to be a condition 

health or delay his recote™ tho 

combined a'lTte™t™tnstare"“'ThT "'“"d 

from work before and afZ In p abstention 

periods ot incapacity due to illne«“'''tf‘i't assimilated to 

sickness .insura'tce Vovides the „te 

benefits, it may be noted werp inrl ri Maternity 

Act ot 1883, where thl TntrtSueH “ 

time but decisively, that social 'or the first 

■>»' of the individual onl^burot theT™- 1'^ 

Lastly, every scheme of compufsmy^^icltt:!!:; 
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except that of Great Britain, grants a modest funeral benefit, the 
typical amount of which is one month’s wage, and thus rounds 
off the protection insurance affords against the expenses an 
wage loss incurred through illness. 

Cash Bene fils 

The principal cash benefit of sickness insurance is a dady 
sickness benefit, payable during incapacity for work cause y 

illnes^j^ benefit depends upon the possession of 

insured status by the person contributing to the scheme 
However in almost all schemes (the British scheme is a notable 
exception) the possession of insured status is prac ica y 
automatic as it is in compulsory 
sufficient to be employed in an 

there “r a very sh^rt qu'^elifying period ; for meternily beneHt 
end for additioLl benefits of a costly nature e longer penod 

"’^^fikknesT benefit is almost everywhere proportionate to the 
bickness neue rlaimant. The basic wage may 

be HiVrUal^wTge or tL average wage corresponding to the 
be the act g ^eluded. 

, 7t?sr:::e as the wage op whmb to^-ontribu^^^^^^ is cakulated, 

rrkim te7„\ Jred'tr not. ^ A waiting pertod of a Jew days 

Td^of Lr ‘’ptiir " Tbe^ bervt is £ 

most obaracteristic 

The but it cannot be affirmed 

of schemes ^ J L_dencv to raise rates of sickness 

that there is any definite ^ sickness benefit 

benefit or to ^iy it w»--e for the stetuto;^^ 

bears to wages. Until very responsibilities of the 

benefit to be adjus e where there is a general system 

beneficiary, though m continues to receive the 

of family allowances a sick pern 

allowance, at least tor however, permit sickness 

itself is adjusted. ^ number “f 'jw^ benefit. 

IrCmeH InUin S" Nrw Zealand the benefit does^not vary wAh 
ZX UmeiUd m/rr^d woLn respectively, and in the latter 
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country there is a single basic rate supplemented by dependants’ 
allowances. 

Though the proportion of wages paid as sickness benefit 
has remained fairly constant, the duration of the benefit has 
tended to increase. In Germany until 1904 the maximum 
duration of the statutory benefit was 13 weeks, but in that year 
it was extended to 26 weeks ; in 1941 sickness funds have been 
authorised to continue payment of benefit as long as there 
appears to be a reasonable prospect of restoration of earning 
capacity m any occupation that the person concerned could take 
up. While 26 weeks is perhaps still the normal maximum 
period in the majority of countries, we may note that Czecho- 
slovakia in 1924 and Hungary in 1927 had fixed their maximum 
at 52 weeks, while Brazil has adopted the same limit for its 
recently introduced sickness benefits. Several other countries 

""" authorised the extension 
from 26 to 52 weeks in the case of tuberculosis, or other diseases 
requiring very long treatment. 

It is indeed probable that, in most countries where the 
maximum has been extended beyond 26 weeks, the motive has 
been the desire to secure the recovery of a larger proportion of 

liji / • ^ A to its logical conclusion. The Preventiv<» 

Med.cme Act of 1938 provides for a sickness benefit of unlfmi ed 
duration for curable cases of tuberculosis carL-vas™lar 
diseases and syphilis. The benefit, it abstention from Crkll 

to the full waffe and tL nJt- ♦ • ®fiual in such cases 

about the mafntenance of his fam”|y"”*"’“'”“ 

sickn“?arcf scSe? Tlltt 1 

sickness benefit. uTTrt- }. ® that of 

legal provisions requiring or aTthori ^ ®^u^’ued mainly by the 
work for certain nprinri k t women to abstain from 

^ UU llw totsl Vaij™ fmXSfnGi' 

Childbirth Convention of 1919 nrpc expressed in the 

12 weeks of absenceZ™ woJk’^Tb^to: 
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insured women only, represents the first excursion of sickness 
insurance into preventive treatment, since it has come to include 
ante-natal care, and medical supervision of the mother and the 
newborn infant, as well as attendance at the confinement. 
Moreover, it was in the form of obstetrical assistance for the 
insured man’s wife that sickness insurance took the first step 
in providing for the medical needs of the family. 

The principal aim of compulsory sickness insurance is now 
understood to be the improvement of the standard of health of 
workers and their families, thereby reducing its future liabilities. 
The main function of the doctor should, therefore, be gradually 
transformed from that of a healer of acute disease into that of a 
family medical adviser, vigilant in the prevention of disease and 

training his patients in their responsibility for preserving their 
health. 


The importance of periodical medical examinations for the 
detection of serious diseases in their early stages has been 
recognised for a number of years. Considerations of cost, 
however, have hindered the realisation of this preventive 
measure in compulsory sickness insurance. Chile was the 
first country to set about the huge task of examining its insured 
population. Sample examinations of the entire staff of factories, 
here and there, had shown that tuberculosis, heart affections 
and venereal diseases in a curable stage were present in a 
substantial proportion of the employed population who were 
continuing their work unaware of their condition. This dis- 
covery led to the enactment of the Preventive Medicine Act, 1938 
the object of which was to organise medical examinations for 
the insured population and to provide for the treatment and 
maintenance of persons suffering from social diseases in their 
curable stage Simple and rapid methods of diagnosis, capable 
o being applied cheaply on a large scale, were selected (in 
particular microradiography, a method invented by the Brazi- 

flfnH Chilean sickness insurance 

one fifth examining about 250,000 persons a year, or nearly 
one-fifth of its membership. About 20 per cent, of those 
examined have been found to be suffering from one or other S 
the above-nientioned maladies in a curable stage : tuberculosis 

9 0 percent’ cent, ; syphilis,’ 

^ ^ Germany, where it is pension insurance 

rather than sickness insurance which takes care of tuberculosis 

Nat ^niri Present war by the 

the detecuon and treatment ol tubercuLs ; Kfrurtit 
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advised pension insurance institutions to carry out a radio- 
graphic examination of the entire insured population of selected 

municipalities. 

The duration of medical benefit is, as a rule, the same as 
that of sickness benefit, e.g., 26 weeks for any single illness. 
But since incapacity may not set in until some time after the 
beginning of the treatment, it is provided that medical care 
should continue until the right to cash benefit is exhausted. 

In several countries a longer maximum period is provided 
for in order that treatment of such protracted diseases as 
tuberculosis may not be interrupted. Only in Great Britain, 
however, is medical care — of a simple character it is true — 
continued without any limit of time, for the chronically invalid 
as for those still acutely ill. Germany, by a very recent measure 
has removed the limit on the duration of medical benefit, and 
the patient who does not leave the field of insurable employinen 
permanently, as an invalid or otherwise, is always entitled to 

treatment. ^ 

The financial resources of compulsory sickness insurance 
are limited. In the last 30 years the typical contribution rate 
in Europe has risen from 2^2 to 5 per cent, of wages 
evidently cannot be increased much beyond the latter figur . 
Therefore sickness insurance can hope to keep i s ^nedical service 

abreast ot medical progress only by a f 

rationalisation. In this effort it encounters the obstacle of the 

traditional individualism of medical practice, which A™ ^ 
uDheld in many countries by the doctors; associations. Medicine 
is a liberal profession, and, while an increasing proper J®" 

doctorrhave been accepting salaried positions in public health 
doctors nave following the leaders of their 

administration, the majority, luiiuw 5 nf ^irkness 

associations, have vigorously withstood the doctors’ 

insurance to regiment them in a salaried service coJ^ory 

associations have accepted co-operation wit ? 

sickness insurance on two Vlslo thrc'ass vhlch had h^^^ 
insurance should confine beneffts I® t"® 

menrto rhroumbir tradml ot charity upheld by a ™n®n^ 

as little as possible from P praSet is 

tn carried on mainly by doctors practismg 
may well be that, even at the present day, individual p 

— Tiinrmore recently, by an Act ot 24 July 1941, pensioners also 
became entitled to medical beneflt. 
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can give satisfactory results in cases where expense is no barrier. 
Sickness insurance, however, must provide the best treatment it 
can for the money at its disposal. If it is obliged to organise 
its medical service on the basis of individual practice, it can 
only obtain a result which is inferior, not only in amenities, 
but also in efficiency, to that of private practice as exercised 
among the well-to-do. 


In western Europe especially, the medical service of 
compulsory sickness insurance is organised very largely on the 
lines of private individual practice. The medical association 
negotiates with the federation of sickness funds the scale of 
remuneration and other terms of service for doctors engaging 
in insurance practice. Subject to any restriction which the 
medical association may impose to prevent overcrowding of the 
insurance service, all qualified doctors may participate, and the 
insured person enjoys in principle free choice among the doctors 
of the vicinity. The prevailing method of remuneration is by 
a fee varying with the nature of treatment afforded to the 
patient ; but in Great Britain a uniform annual capitation fee 
has been adopted for its general practitioner service Doctors 
as a rule carry on private as well as insurance practice, and they 
work individually in their own consulting* rooms. 

Economy in the organisation of the insurance medical 
service IS an especially pressing consideration in countries 
where there is a very wide difference between the standard 
0 iving of doctors and that of manual workers, so that the cost 
e service tends to be high when expressed in terms of wages 

treatmp^f 1 Provision for specialist 

treatment at least has been rationalised. In the towns the 

sickness funds establish fully equipped clinics where salaried 

specialists attend daily in order to treat patients referred to them 

by general practitioners. Dental care is also given at cl nicT 

In the rural areas a single salaried doctor may be employed 

artr. ^ f • ’ u ^ rationalisation of insur 

are erpCed '=^‘'™'"urther. All insurance doctors 

die employed — though not alwavs full-timp i • j 

health 

nearest health centre or hospital caseT wWch neeS'specfal care or 
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supervision. It, may be added that in Peru, Ecuador, and Boli- 
via, the social insurance funds have bepun to create a network 
of hospitals and clinics of their own in order to make up for the 
deficiencies in the national health equipment. 

The group practice of medicine is not commending itself 
only to compulsory sickness insurance which, operating among 
workers with a low standard of living, must exerci.se the utmost 
economy: it is also coming to be regarded in the I'nited States 
as the form of practice which is destined to predominate in the 
private schemes of voluntary insurance for the middle-class 
population. Substantial advantages indeed are claimed lor 
group practice. Modern methods of diagnosis and treatment 
require an extensive and costly equipment of which only a 
group of doctors practising at the same centre can economically 
avail themselves ; medical supplies, auxiliary staff, and overhead 
charges are likewise relatively cheaper for several doctors 
working together. The representation of different specialities 
within the group of physicians enables the diagnosis to be settled 
and the treatment to be prescribed efficiently and without loss 
of time for doctor or patient. Group organisation enables 
doctors to maintain one another’s morale and to afford one 
another opportunities for further study and for leisure. The 
group system is not incompatible with the choice by the patient 
of a particular physician as his family doctor, giving general 
advice and co-ordinating treatment furnished by the members of 
the group. It is pointed out that the family docU»r practising 
alone is disappearing in American cities, and that the public 
tends to run from one specialist to another w ithout any guidance 
or without continuity or co-ordination in treatment. Group 
practice provides an effective check for this wasteful and danger- 
ous tendency. The opposition of the medical profession to the 
rational organisation of insurance medical service is likely to 
be weakened by the gradual narrowing of the field of 
practice. It is obvious that in Europe, at all events, the c as^s 
on whom the doctors relied to supply their private patienU are 
disappearing. In parts of central and 

Latin America, these classes have never been large, while the 
supply of doctors has increased. In these circumstances _ 
medical profession begins to consider 

idea of a salaried medical service, general in scope. The Chilean 
doctors were probably the first to propose a comprehens^e 
national medical service for the mass of the population. ^ The 
fact is that once the whole employed population, 
children included, is brought wdthin the scope of compuUory 
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sickness insurance, the great majority of doctors, dentists, 
nurses, and hospitals find themselves engaged in the insurance 
medical service, which squeezes out most of the private practice 
on the one hand, and most of the medical care hitherto given by 
the public assistance authorities, on the other. The next step 
to a single national medical service is a short one and a bill to 
create such a service is now under consideration in Chile. 

A national medical service is already in operation in New 
Zealand and in the Soviet Union, where every inhabitant is 
entitled to free medical attendance, drugs, and hospital treat- 
ment. In the former country no change has been made in thd" 
method of furnishing medical care, which remains that of 
individual practice ; the doctor is refunded by the State a fixed 
fee per visit or consultation and is not legally entitled to 
additional remuneration from the patient. 


(3) Pension Insurance 

Bisks 

Pension insurance covers old age and such invalidity and 
premature death as is not the liability of workmen’s compensa- 
tion. Each of these contingencies implies a period of need and 
of benefit that is to be reckoned in years, and, in practice, a 
qualifying period of insurance which takes account of the 
considerable value of the benefits in question. The pension 
movement was concerned primarily to meet the needs of the 
indigent aged, though already the German Act of 1889 dealt 
simultaneously with invalidity and old age. Old-age insurance 
as It were, reaches down to link up with sickness insurance by 
means of invalidity pensions. Survivors’ pensions in most 

countries follow the establishment of pensions for the insured 
person himself. 

Old Age. 

Old age may be considered either as the age at which a" 
TfinaT roHday whh ply."’ ^ 

workil'thour '"hich the 

nt to play a normal and effective part in the productive process 
The worker, however, once he has the prosLct of In oM 

Ml into a delectaWrl^L" ftdSelr He th“f 

wushes to he able to count upon receivinTa penSon 
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age, and this wish is unaffected by the fact that, when the day 
of retirement arrives, the worker whose faculties still match 
his job often finds he would like to continue his routine. 

From the economic, as also from the medical, standpoint, 
old age is but a special case of invalidity, namely the decay that 
accompanies advancing years ; accordingly, old age will set in 
at different ages from one trade to another and from one 
individual to another. The worker, on the contrary, demands 
that the pensionable age shall be fixed, and fixed, moreover, 
low enough to afford a fair prospect that he shall survive to 

enjoy his pension for a substantial period. 

Old-age pensions are very costly, and in the compromise at 
which old-age insurance aims between the scientific and the 
all too human concepts, the former has by far the greater weight, 
and the latter is respected merely by the recognition of a definite 
pensionable age. In reality, general schemes of old-age pension 
insurance, as distinguished from schemes for small privileged 
groups, fix the pensionable age at not lower than the age at 
which the great majority of individuals become permanently 


unemployed. „ 

The normal pensionable age has been set at 65 in almost all 

general schemes and in many special schemes for salaried em- 
ployees ; 60 or 55 years are allowed in some European schemes for 
miners while even lower ages are found in several occupational 
schemes in Latin America. In the thirties a general reduction 
in the pensionable age to 60 was widely demanded as a means 
of relieving the labour market ; this proposal is still vigorously 
supported in the United States (where the lack of invalidity 
insurance is an important factor), but considerations of cost 
and of the competing claims of other branches of social insurance 
have in most countries determined the rejection of the proposa . 
Indeed, in several Latin-American countries, the harsh reality 

of mounting pension expenditure -has 

be raised from 60 to 65 in the schemes recently introduced 

course of preparation for industrial and commercial workers. 

The fact that women become unemployable at an earlier age 
than men has been recognised by reducing the pensiona e age 
lor woTn from 65 to 60 in several European schemes for salaried 
employees and in the general schemes of Belgium and Gre 

^”^^The^ option of taking a lower pension at .V'® 

Ts afiorded in a number of countries, notably in France { 941) 
Belgium, Brazil (commercial workers, 1940), and various sa an 
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'employees’ schemes. It is probable, however, that only a small 
minority of insured persons would find the lower pension 
sufficient for maintenance. 

Withdrawal from insurable employment appears at first 
sight to be implied as a condition for the award of an old-age 
pension, but, in fact, it is found as a typical provision only in 
occupational or salaried employees’ schemes which, like civil 
servants’ superannuation, are designed especially to facilitate 
the retirement of their aged members, and accordingly pay 
comparatively ample pensions. 

Among schemes for employed persons generally or for 
manual workers, only those of the United States and Czecho- 
slovakia impose this condition. In France and Rumania a 
much higher pension is awarded if the beneficiary gives up 
employment. Elsewhere, the fact that the pension of the wage 
earner is commonly much smaller than his wages, and may 
hardly suffice for subsistence, makes it impossible to insist 
upon retirement, and the pensioner is allowed to eke out his 
pension with any wages he can still command; the proportion 
of pensioners who are able to retain their employment is so 
small that the saving resulting from the suspension of their 
benefits would be heavily outweighed by the increase which 

would presumably be called for in the pensions of those who are 
unemployed, willingly or not. 

j decade, two opposing policies have contested 

the domination of old-age insurance, with fortunes that varied 
with the current employment situation. When it has seemed 
hopeless to expect the elderly unemployed ever to be reabsorbed 
into industry, great pressure has been exerted to lower the pen- 
sionable age. When employment improves, and especially 
w en war makes labour scarce, elderly workers and even old-ase 
pensioners find work again, and it looks as though the pensioL 
able age might even be raised if only the boom could be con- 
weU peacetime. Some observers, who lake a long, as 

ro Jrit ° '' U* P'’l‘'=y' anxious to limit the 

'>y <»• 

after ag^e 65 to remain in industry even 


Invalidity. 


between the old-age 


e”es'f range ofstares‘’extndina 1 

u. p™..„ ... 
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disease or injury or the incapacity accompanying chronic 
illness to the general decay of bodily powers. 

Invalidity is incapacity for work which appears to be per- 
manent or, in countries possessing compulsory sickness insurance, 
incapacity which persists after sickness benefit is exhausted. 
The definition, it will be seen, consists in the relationship 
between the remaining physical and mental ability of the 
individual, on the one hand, and the physical and mental 
qualifications for work of some kind on the other, i.e., in the ratio 
of one quantity to another. Assuming that the first term, the 
ability of the individual, can be ascertained, it remains to decide 
the maximum ratio that involves award of a pension and the 
kind of work taken as standard. In other words, the question 
is what degree of incapacity is pensionable, and in relation to 
what occupation or range of occupations the incapacity is to be 
assessed. 

The German Act of 1889 establishing invalidity and old-age 
insurance for manual workers formulated a definition which 
has become classic and has been adopted almost universally by 
the other European countries for their insurance schemes 
covering manual workers or employed persons generally. An 
invalid is a person who is incapable of earning, in an employ- 
ment suited to his strength and ability which can reasonably 
be assigned to him in view of his training and previous occupa- 
tion, as much as one-third of the sum usually earned by 
physically and mentally sound persons of the same kind with 
similar training in the same neighbourhood. Occupational 
schemes for miners, seamen and railwaymen, and salaried 
employees’ schemes, in Europe and Latin America, mostly use 
another criterion : incapacity for one’s former job or for any 
other job which implies a similar social and economic status and 
is in the same field. Broadly speaking, the occupational schemes 
for manual workers require total incapacity, while salaried 
employees’ schemes grant a pension if the capacity is reduced 
by half. In Great Britain, invalidity, under the general scheme, 
means total incapacity for any kind of work which the insured 
person might reasonably be expected to undertake, and the 
invalid may not supplement his benefit by any remunerative 

work at all. „ . . . 

The assessment of incapacity is a simpler affair in invalidity 

insurance than in workmen’s compensation, in that invalidity 
insurance, save in the Soviet Union, does not admit of degrees 
ot “^validity, and the pensions are not graded. Invalidity 
insurance has to do mostly with cases of disease, whereas 
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'^orkincn s cornp6nsation is mainly concerned with injuries 
affecting a definite part of the body ; a graduated estimate of 
incapacity may be plausible in a case of local injury, but not 
in a case of constitutional disease. For that matter, the 
invalidity pensions paid under wage earners’ schemes are, as a 
rule, so small that the payment of partial pensions to the semi- 
disabled could have little significance. In the Soviet Union 
three grades of incapacity are recognised, for the purposes of 
invalidity insurance and accident insurance alike. 


W henever a pension is refused to a seriously incapacitated 
person on the ground that he is fit for work of some kind, the 
question is bound to arise whether in fact work of the kind 
specified is available. This question also arises in workmen’s 
compensation, but it is socially more important in invalidity 

of serious incapacity 
of whir^tr^ latter has to deal is much greater. It is a question 
Jhll - invalidity insurance has always been afraid -- about 
v'hich it has always had a bad conscience. The problem was 
already foreseen in Germany when invalidity insurance was 
intioduced : it was expressly stated that the risk of unemploy- 
ment was e.xcluded. In reality, it is impossible to exdude 
consideration of the availability of the specified kind of wodc 
e invalidity award, and this was abundantly proved bv 
the experience of invalidity insurance during the severe u7 

^f>-nce of unemploy.' 
invalidity pensions to individuals who cLKoTk but wh^^ 
narrow’ rTnge^sul•tab^'^^/h^^"^‘^^ 

.read, ^ Vhelf 

ment insurance exists, and, as in Germany it« r ^ r 
capacity for wnrl ;J ^ i Germany, its definition of 

invalidUv thp m r a ‘^.°"’P*®"^®"tary to the definition of 

capped do not fall between tw^sTol k- 

limiUtion in time of Z-ln?. ; ‘he 

workers who become uneiSnrovabr' 

insurance, but the nrincinlos J a** proper to social 

responsibilities are allocated respective 

employment insuran^'^ml to hTwork^d ou^^T- 

every effort to restore or mUieate nhvsi^al 

Hitherto, to «„d pies’ i^lXlTh: pa^tt;;^^ " 
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Premature Death. 

Premature death, from the standpoint of pension insurance, 
means the death, not merely of a producer, but of the bread- 
winner of a wife and of children still too young to support them- 
selves. It means also the death of an invalidity or old-age 
pensioner if he leaves survivors who, at least in part, were 
dependent on his pension. 

The risk is therefore defined essentially by the description 
of the survivors who are entitled to pensions as dependants. 
The widow and the minor children are of course, in every scheme, 
the main beneficiaries, but numerous laws in Europe and Latin 
America include the invalid widower as well if he was in fact 

supported by his deceased wife. 

The chief differences among the schemes consist in the 
varying stringency of the condition of dependency to be fulfilled 
by widows. In almost all schemes for manual workers or 
employed persons generally, a widow is only pensionable if she 
has children to support, or if she is an invalid, or if and when 
she reaches the age of 65 (50 in New Zealand). But in the 
general schemes of Great Britain and Belgium, and in most 
occupational and salaried employees’ schemes, the widow is 

entitled to a pension unconditionally. 

The age up to which pensions are paid for children and 
orphans cannot, of course, be lower than the school-leaving age 
or the minimum age for entering employment, and in most 
countries it is higher than these — 16 under general schemes and 
18 under salaried employees’ schemes are typical figures, 
is highly satisfactory that an increasing number of schemes allow 
the prolongation of the pension for two or three years in order to 
enable the children to complete their education or training. 


Cash Benefits 

The cash benefits of invalidity, old-age and survivors 
insurance are of course essentially pensions. Lump sum pay- 
ments if provided for at all, play an inconsiderable part 
funeral benefits in exceptional. cases where they were not paid 
by sickness insurance, dowries to women leaving 

laWy pension, etc. The old-age pension is a hfe annuity. 
The invalidity pension may have three degrees of permanenc^ . 
a mere substitute for exhausted sickness benefit, where medica 
treatment is being continued with the expectation of recovery , 
a penTn subjecU^ review at long intervals to take account of 
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possible improvement ; and, in some laws, a permanent pension, 
confirmed when no prospect of recovery remains. Pensions 
to orphans and widows* children continue until the child reaches 
the age when he is deemed able to earn his support. Widows’ 
pensions cease on remarriage, but, as in most general schemes, 
they may also be suspended during the years which elapse 
between the termination of the youngest child’s pension and 
the widow’s attainment of the pensionable age. 

In all pension insurance schemes which are not universal in 
their application, it is necessary to provide for qualifying periods 
of insurance as a means of eliminating bad risks, especially 
those individuals who enter insurable employment pro forma, as 
early candidates for one or other of the pensions : a scheme 
intended for, and partly financed by, wage earners cannot be 
expected to shoulder a burden which belongs to society at large. 

he qualifying period for an invalidity or survivor’s pension 
vanes rom two to five years, the variation being presumably 
det^mmed by the diverse opinions of actuaries as to the time 
needed to test the genuineness of theemployability and employed 
status of the individual. The qualifying period for an old-age 
pension without previous invalidity is frequently much longer 
10 , 15 or 20 years — since this pension is regarded as a benefit 

f if indemnity to be insured for. 
withTh ^ number of general schemes are content 

pensions '"onffTh invalidity and survivors’ 

sufficient regularity' ZV \ll\Z7eTof 

rdtt^p uTC aT 

level of contribution income which is postulaterbv 

promised. If the irregularity of conlrfbu“ duVto s“ 

proved unemployment or military service it is exm^pH ’ 

growing number of pension schemL especial! v tho«P ^ 

’l^li * unemployment insurance 

The pension rates for the three rnnf;n<rr.«r.- 

are necessarily 

preferably it should be less, so that therfr'emalnTa* 
rn Denmark and New 'SlZlhllnSl':' 

for each year that the claim is deferred bevC Z ^creased 
age. In the British system, although the«l no nTre'laUom 
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ship between the rates of invalidity and old-age and survivors’ 
pensions, they are almost equal. Following the German 
precedent, the great majority of pension schemes provide for an 
invalidity pension which, starting from a minimum substantially 
lower than the normal old-age pension, gradually approximates 
to the latter in proportion to the time spent in insurance, and 
coincides with it when the pensionable age is reached before 
invalidity occurs. In these schemes the survivors’ pensions 
are calculated in terms of the pension which the deceased was 
receiving or to which he would have been entitled if he had been 
an invalid at the date of his death ; the sum of the survivors 
pensions can in no case exceed the corresponding invalidity 


or old-age pension. . , , . _ 

The invalidity pension affords thus a rational basis or 

from which the old-age or survivors’ pensions are derived. 

From the social standpoint this principle appears to be sound 

and the adequacy of the invalidity pension is seen 

criterion of the efficacy of a pension insurance sche . 

scheme which, even for the person who becomes permanent y 

and totally incapacitated in the early years of his working i e, 

nrovides a^pensiL that will maintain him and his dependants is 

performing ffs essential function. In reality, invalidity pensions 

in schemes for manual workers or employed invaHditv 

are quite insulTicient for maintenance unless the inva y 
Zls in late in middle life, and survivors’ pensions are on a 

corresponding scale. Only the old-age pension “ ‘nfenance 
years or so of insurance, approaches adequacy for . 1 

In the retirement schemes for certain occupations and for sala 
Xwees tn Europe and Latin America the level of pensions is 

considerably h^gheCem jehemes of pension insurance 

is toLcufe benefits characterised by socially adequate invaliddy 

pensions, irrespective of the age of the J^st of 

of the problem is, in every nonntry nnanciaL the gr 

adequate V" ^ ‘t coS'** But apart ’fr‘^m that, there are 

rmcXe’s‘"arising from . the ’ implications ^ot the Jnsu.nce 

principle as interpreted in a given . should provide 
t^he maior premise that pension insurance shou p 

hpnefits^t least sufficient for maintenance may not 


The majority of pension schemes ^^^gj^g^peLion 

whlu's due to every claimant who 


THE SOCIAL INSURANCE APPROACH 


61 


has completed the qualifying period, and a supplement. The 
basic sum is either uniform for all pensioners, as in Germany, 
or a fraction of the average wage of the individual, as in the 
United States. The supplement is a fraction of the total 
contributions paid in respect of the individual in the course of 
his insurance career, the contribution being a percentage of his 
wages. The entire pension is thus the combined result of two 
modes of thrift, the basic sum being provided by insurance 
(as typified in life insurance) and the supplement by saving. 
The idea of such a composite pension is attractive, for it suggests 
a minimum of subsistence for all, augmented, in the case of the 
more fortunate, healthier or better-paid workers, by supplements 
bringing the bare minimum nearer to their accustomed standards 
0 lying. The reality is different. The basic sum is far below 
subsistence level, and only after some thirty years of working life 
does the composite pension in most cases attain a substantial 
amount, 40 to 50 per cent, of average earnings. 

In Great Britain another conception of the purpose of com- 
pulsory insurance has predominated. It was never intended 
tfiat invalidity, old-age or survivors’ pensions should suffice for 
maintenance, but should afford a substantial foundation and 
encouragement for individual thrift, whether by way of private 
supplementary insurance or by way of saving. The British 
pensions consist entirely of fixed sums, independent of the 

°!i paid, the contributions themselves 

be ng fixed and independent of wages. They are certainly 

below the subsistence level : even so, they were higher than the 

^1^1 ^^e a rs f i * * wage earners’ scheme after 

whic^ both ~ tl>e last year in 

^r^r fo" bHni- fl? M proportioned to need, in 

subsLenr^ aL ^ “P ‘0 minimnm of 

poor relief’ The ^9 P°®“*’if. recourse by pensioners to 

P lef. The Swedish and Finnish national schemp<! nf 

pension insurance provide for a somewhat similar stride of 

msurance pension supplemented by assistance pens! “ ^ 

old ei P’«"mnrk and New Zealand, the national invalidity and 
old-age pensions exemplify the actual inteeraUnn nf thra ■ ^ ^ ° 

and assistance Drincinl^/ of the insurance 

tries has been ,P"”“P“®- The leading purpose in these coun- 

for exis etce t wT A ' i" itself 

means, but ' ’reduced" in o;LfeaTes:"'Cr'‘tr"* f 

t^Teffulfreahsaul^.'"" P™^*«ureto all dLt 
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A pension which is intended to maintain the beneficiary 
must be varied to follow changes in the cost of living. Only 
the Danish law makes positive provision for such adjustrnent. 
Elsewhere the alteration is often effected tardily and convulsively 
by legislation instituting extraordinary subsidies. The fact 
is that, in so far as a pension incorporates an element of savings, 
changes in the cost of living cannot be taken into account 
directly. Nevertheless, such changes are reflected in the level 
of wages, and, as contributions are usually proportional to wages, 
the future pension is modified indirectly and, if the changes are 
small, sufficiently. If the basic sum embodied in composite 
pensions can also be varied according to the general level of 
wages, the adjustment of the future pension will be even closer 
The Polish manual workers’ scheme of 1933 provided for sue 
an adaptation of the basic sum. A Bill now under consideration 
by the Chilean Congress would apply the idea of a flexible 
bLic sum even to pensions already granted. The 
that the minimum pension (to which supplements will added 
varying with the contributions paid by the insured person and 
lo children’s allowances) shall consist of whichever of Uie 
following two amounts is higher in the particular c • ( ) , 
qlrTer of the average monthly wage earned by e Pen^oner 
Lring the last sixty months of insurance, that ^ ® 

fndJvfdual amount Led once lor all ; ““ce 

average insured wage of all persons contributing to insura 
during the immediately preceding year, that ^ 

amount following the general movement of 

of administrative expediency, any ... take nlace only 

pension calculated according to method (b """ 7 J 3 

fuL positive difference in the P^n-oner’s a jr s not les 
than 10 per cent., lhe%only six montte afe 

the year in which such a 1 ere individual wage 

clear : the minimum pension van nf the general average 

but is never less than a specifie p^por _ ^ immediately 

wage of all contributing members during the imm 

preceding year. pvJmiitv of invalidity and old-age 

pensions in cases where more _ (.Quntries — to which the 

Lpported, an increasing number of co^tri 

United States late^/" the family allo^wance is 

allowances. In old-age pension. In several 

added as a matter of cours pension are 

European countries, bonuses , ^g^t child. In Great 

added to the main pension for each depenae 
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Britain, New Zealand and Denmark, allowances for the aged 
wife of an old-age pensioner are equal or nearly so to the pension 
itself, in the United States the allowance is half the pension. 

' (4) Unemployment Insurance 

Bisk 

Unemployment — the inability of the able-bodied to find 
employment is a condition created by, and inherent in, an 
economic system based on free enterprise : it reflects the instabil- 
ity which is a necessary feature of that system and is part of the 
price that must be paid if production is to evolve uncontrolled 
exp 01 mg new techniques and inventions and adapting itself 
to changes m demand, in competitive pursuit of profit. 

TM , ^ needs a standing army of unemployed 

moderate in size and changing in composition, as a reserve of 
labour to draw upon at will. Ideally, when business is prosper- 

than workers passing from one job to another. During a 
depression, on the other hand, the reserve will mount up and 
nemployment will be characterised by sheer waiting for things 
to improve. Apart from cyclical fluctuations, there are S 
strophes due to loss of foreign markets or to new inventions' 

rtwiLav »d wH*"' •>' to 

industries which are seasonal LThe"' there are 

public works contracnrton\tTva;^:nl;”i;r s^Siniv 

differentiation In’ "da? trentm^t 

indivii'at nennnnnbin'oSruXrn^n’i^^ 

ing him in default, to whkh duties nf M^mse I"® '"ointain- 

right to resort to ’ultimate mensurn tuhaTr^^^^^ 

personal preference in the choice of over-riding of 

of the idle. UnemDlovmpr>f • occupation or the coercion 
liability: it covers LcenM^ insurance accepts a more limited 

greatest part of unemplovmenri?^^ severe depression, the 
little as possible with fhJ ^ I>y means which interfere as 

the rest f{leavtn^:n^he“snrsS. 

an insurant '^nnheniT^nith’re^nrees^ P''o'*'o‘-oble ; 

cannot contract to pay benefit 
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oHnin Ihe dimensions of a catastrophe, and in spite of all 
may attain iTnemnloYment insurance rejects 

efforts catastrophic sector of the unemployment 

responsibility for the ^pjoyment which, averaged over 

Held and confines itseU^to volume. It thus 

a certain ’ v,ncic for its contribution-benefit arrangement. 

obtains a credible basis tor ^ moral 

But unemployment in-r-ce has 

hazard of its own creati , poauiring rather elaborate 

branches of social insurance, and requiring 

'’""'"ThTrisk covered by unempJoymenUn^^^^^^ 

rh'’:wo7uro”Cphyf ai ■ 

ity of other branches of social insurance. 


Cash Benefits 

Unemployment >ns“ cTsh bSl'^ lt”the Trtt 'place, the 
ditions for the 8''®"*' ' . „„ whose normal occupation 

claimant must show that he is ® P ^ ^ for that purpose 

ia the exercise of an orcontHbutions, for example 

the test is a minimum ^^ns^y test 
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(several European schemes m the last few 
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insurance schemes. This effect may be achieved either by 
prescribing as benefit a percentage of the wage that decreases as 
the wage increases {e.g., from 60 per cent, of the lowest wage to 
40 per cent, of the highest, as in Canada), or, while applying a 
uniform percentage, by prescribing a relatively high minimum, 
as in the American laws referred to. This policy of flattening 
out the benefit scale is (except in the United States and South 
Africa) accompanied by that of granting dependants’ allowances, 
which in some schemes are substantial and, for large families, 
may even be more than the principal benefit. 

All unemployment insurance laws impose a waiting period 
of non-compensable unemployment which must elapse before 
benefit can be claimed. The waiting period is, in almost every 
law, longer, even much longer, than is imposed in sickness 
insurance: 7 days is the usual figure, but in American laws 
periods of two or three weeks are the rule. 

The maximum duration of unemployment benefit is, in 
most schemes, less than the 26 weeks typical of sickness insur- 
ance. Though unemployment benefit may be as much as 
26 weeks within a year, in Great Britain and South Africa, and 
IS indeed paid without limit of time in New Zealand, yet in most 
of the other schemes, the maximum duration lies between 15 
and 20 weeks. Moreover, it is a feature frequent in unemploy- 
ment insurance, but peculiar to it, that the number of weeks of 
benefit should in no case exceed a certain fraction of the number 
of weekly contributions paid during a previous base period, 

/s? Vs Grcst Britain this check only applies where 

it IS a question of continuing benefit beyond 26 weeks. 


rfenefits in Kind 

In unemployment insurance placement has the same rela- 
tion to unemployment benefit as medical care has to sickness 

• ^"®^P*oyment insurance must 
work in the closest collaboration with the public employment 

the bTnTfit "" T^ ’ f compulsory schemes, administer 

Td .V localities ; they classify the unemploy- 

cand.dates to be interviewed by employers. Pe^nlrreS 
benefit are required to attend the exchange at short interval 
in order to prove that they are available for work 

1 he functions of an employment service involve the most 

Xh particularly those in 

here is special difficulty in placement. The exchanges 
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require a well-trained staff, imbued with the idea of service to its 
clients and behaving with tact and understanding. They must 
be in close contact with one another, so that persons who have 
no reasonable prospect of work in their own locality may be 
offered vacancies in another locality where there are no suitable 
candidates. The exchanges must exert themselves especially 
on behalf of the physically handicapped and persons who need 
to change their trade : they must therefore have at their disposal 
services for vocational guidance and training. 


f 

Conclusion 

Recent changes and trends in the benefit provisions of social 
insurance, in all four branches, are characterised, not by novelty, 
but by the pursuit of older purposes with increased vigour. 
They spring from a deeper and more widespread understanding 
of the potentialities of social insurance as a means of raising, 
surely and continuously, the average level of the well-being 

and efficiency of the mass of the population. 

Social insurance weaves more closely the mesh ot its 
protection against lapse into destitution. It has long been 
usual to maintain the insurance rights of persons unable to 
contribute through sickness. Similar privileges have been 
awarded to the unemployed where severe and prolonged unem- 
ployment would have led to massive loss of rights, and when the 
employment exchanges, necessary to certify the worker s Pre^iw. 
ment had been established. Thus, in the more highly developed 
systems, the unemployed have been able to claim the bene i s o 
sickness insurance and the sick to retain their status with the 
unemployment fund in case of inability to find work on their 
recovery ; while both unemployed and sick have been keeping un- 

diminished the rights they are f ' bS'ot 

period. In accident insurance, ^0! d“ 

risk has been stretched to comprise the widest » ^’seases, 

esnedallv in countries where sickness insurance is stil lacking, 
t:pUs on the” iourney to and from work h-e been me uded 

and, final step, which only two countries V®*' 

Lcidents, occupational or not, are compensated by similar 

‘"'‘'ThIs'Tast example can also be cited as an 

another important trend in ^ the tendency 

To attach greater weight to the presumed need ot the case 
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determining the scale of benefit, and less to juridical considera- 
tions or those of actuarial equity. The needs of wageless 
individuals are to be measured, not so much by the rates of 
their previous wages as by the number of their dependants. 
Social insurance has understood that it must concern itself with 
the family rather than the individual if its resources are to be 
used to the greatest advantage for society. Accordingly, 
dependants’ allowances are being introduced in an increasing 
number of countries, especially in connection with invalidity 
and old-age pensions, the level of which is commonly very low, 
and with unemployment benefit as provided by most of the 
modern schemes. In countries where a general scheme of 
family allowances is in force, the allowance in most instances 
attaches to the insurance benefit as it does to the wage. Lastly, 
survivors’ pensions have, during the last few years, been intro- 
duced in several countries which formerly provided invalidity 
and old-age pensions only. 

It is, however, in the field of medical care that social insur- 


ance has made the most extensive contribution to family welfare. 
In continental Europe, before the present war most sickness 
insurance schemes were providing medical benefit as a matter 
of course for the wife and children of the insured person, and 
so bringing the great .majority of the population within a 
system of organised medical care ; a small but increasing number 
of countries even extend. the privilege of medical benefit to 
pensioners. Growing importance is being attached to the 
preventive aspects of medical care, especially by affording 
continuous supervision to expectant and nursing mothers and 
to infants. In this connection the far-reaching plan of the 
Chilean insurance fund to combat social diseases by periodical 
rnedical examinations opens a new phase in the development of 
the health policy of social insurance. 

Just as preventive medicine emphasises the importance of 

the initial stage of medical care, so rehabilitation consists in the 

elaboration of the final stage, and, where necessary, in the 

pro ongation of assistance, with the collaboration of the employ- 

men service, until the patient finds his place in industry again. 

'u ^ countries, however, has social insurance exerted 

rph^oh i t ^ for the benefit of civilians the experience in 
rehabilitation gained in the First World War, and such rehabilita- 

W ^^y«.^een developed have been mainly reserved 

for the victims of industrial accidents. The federal scheme 

essentially a special 
anch of social assistance, and so is the new British scheme for 
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the training of the disabled for munition work. No scheme 
of invalidity insurance or w'orkmen’s compensation, however, 
can consider its functions fully discharged until, by forging 
an organic link with the employment service, it has done its 
utmost to restore the disabled to productive life. 


D. Finance 


The genesis of social insurance or other form of social 
security service may be regarded as a process in three phases. 
First, there is the perception by society of an economic need 
among its members which, for its own preservation or progress, 
it must meet. Second, there is the discrimination of the parties 
to whom the financial responsibility for the needy members can 
be attached. Third, there is the question of the measure in 
which the need is to be met, having regard to the allocation 
of responsibility, and to the economic abilities and pohtica 
strength of the parties laid under contribution. The financial 
provisions of a social insurance scheme result from the second 

and third phase. 


(1) The Contributing Parties 

We have seen that all social security services stem from 
primitive forms that embody principles so ancient that their 
validity has become axiomatic. These primitive forms are e 
general responsibility of the master for the servant, the mutual 
aid practised within occupational and other limite group , , 

subtended under these, the broad and vague respsibility 
of the community for its members. When the earliest leg 
lation on workmen’s compensation, sickness insurance an 
pension insurance came to be drafted, it seemed natural to invoke 

these ^princ.pleSorkme^^,^ compensation that the i"ddenee ol 

responsibility is most firmly and uniformly established, the 

liability for compensation rests solely with t e h^eyday 

the early nineteenth century, individualism was m ts heyd y, 

and the notion of the employers’ social 'before 

abevance The injured worker’s only remedy was 
the largely inefrectual one of suing the employer tor 
where the latter’s negligence might be involved. , , .r 

And of the century public opinion had been move 
realisation that unc'^’mpensated industrial accidents are a soc.al 

nroblem It was then that French jurists, adapting p 

orRoman law, produced the principle of occupational risk. 
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according to which the employer, as initiator and controller of 
the undertaking, is liable, irrespective of fault on either side, 
for accidents which, as it were, naturally occur in its working. 
The principle carried conviction as being juridically acceptable 
and pragma tically sound, and has been universally adopted, 
whether the scheme be based on the individual or the collective 
liability of employers. 

In Germany, however, where the idea of compulsory social 
insurance was already seen to be practicable, a measure requiring 
the worker to contribute to accident insurance was put forward 
by Bi-mairk. It was rejected, and the cost of accident insurance 
was placed entirely on the employers, but the principle that the 
worker should bear part of the cost of compensation found 
attenuated expression in the obligation of sickness insurance, 
to which the worker contributes, to bear the cost of compensa- 
tion during the first 13 weeks of incapacity. The same arrange- 
ment was adopted in Denmark and several central European 
countries. It i.s interesting to note, however, that in Germany 
the (teriod of the responsibility of sickness insurance was 
decrea.s<*d a few years ago to 6 weeks. These are the only 
instances in which the workers bear part of the cost of compensa- 
tion. It may be added that in Denmark the State pays part of 
the accident premium due from small employers, and that the 
administrative exfK*nses of the State mutual insurance funds are, 
in certain instances, borne by the State. 

F<»r the financing of the other three branches — sickness, 
pension and unemployment insurance — no such clear juridical 
principle has been develof»ed as for that of workmen’s compensa- 
tion. Never! heles.«, a broad uniformity of practice has been 
brought about as a result of a combination of considerations of 
admini>lrative. financial and political feasibility ; these consider- 
ations aw supported by arguments which, starting from a variety 
of pwmiaes, arrive at similar practical conclusions. 

This uniformity is the result of the almost universal adoption 
of the device of the joint contribution of worker and emplover 
which wa.s used in local schemes of compulsory sickness insurance 
in Germany a century ago. The importance of this device for 
the development of so< ial insurance was fundamental. Irresnec- 
Gv-e of any theoretical arguments, it is evidently much easier to 
^rsuade employers and workers to agree to share a charge than 
It IS to imfWie It wholly on one or the other. Moreover the 
joint contribution can probably be fixed at a higher sum than 
cou^ conceivably be obtained from either party alone The 
con.„butK.„ may indeed suffice to cover the enlfre cost of the 
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scheme, particularly if it is a question of sickness insurance, 
and the Government may thus be able to float the scheme 
without having to go to the taxpayer for money. But the 
joint contribution has other merits. It is relatively easy for the 
insurance fund to collect the joint contribution from the 
employer and for him to deduct the worker’s share from wages. 
At one stroke the joint contribution renders compulsory insur- 
ance feasible for the mass of industrial wage earners, who 
constitute just the class that has the greatest need of it. 

Almost universal is the State subsidy to pension insurance, 
which, in its commonest form of a minimum basic pension, 
originated in the German Act of 1889. In the field of com- 
pulsory unemployment insurance, the example of the British 
Act of 1911, with its tripartite contribution, seems to have 

exercised an extensive influence. 

The following generalisations may be ventured as regards 

schemes which, apply to manual workers or employed persons 


generally. . 

Almost all pension and unemployment insurance schemes 

are maintained by contributions from workers, employers and 
the State. Notable exceptions include the American unemploy- 
ment schemes, financed by employers only, the Netherlands and 
Spanish pension schemes, financed by employers and the State, 
and the Greek pension scheme and Italian unemployment 
scheme, financed by workers and employers. It will be noticed 
that an employer’s contribution is provided for in every case 

I'he majority of sickness insurance schemes are supported 
by workers’" an/ employers’ conlribuUons^ For this branch 
fashion was set by the German Act of 1883. Where s.ckne^ 
is covered by a law which provides for pensions SUU 

subsidy is /ener^ly earmgk^d or the pensm^ 
not the case for Chile (1925 Act) or reiu. 

Eire, and Norway, uln the cost of 

temporafri^capadty benefits is borne entirely by the contribu- 

tions of the undertaking. as their 

Turning to special schemes, providing p „naiional 

’ 1 Konofif for salaried employees or for occup 

mam or sole benefit, lor saiarieu cn j pmnlovers 

govern the participation of the •. , _ ,, cocial insurance 

prescribes equal, t-partite con r.but.ons to al social ^ 

Schemes, whether occupational or j)' .,~;„.fp|„sions but 
State has guaranteed the payment of railwaymen pe 
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not those of public utility workers. Salaried employees’ 
schemes are subsidised by the State in Belgium and Hungary, 
but not in Czechoslovakia or Germany, and so on. 

Of the five national insurance schemes, three (New Zealand, 
Norway, Sweden) are financed by contributions of citizens, as 
prospective beneficiaries, and by subsidies from general taxation ; 
while two (Denmark, Finland) impose certain charges on 
employers as such besides. 

As regards the proportions in which the several contributing 
parties share in the cost of insurance, one broad generalisation 
can be formulated : that, where both workers and employers 
contribute, their shares are equal, whether or not the State 
contributes as well. 

There are, however, important exceptions, particularly in 
the most recent legislation. These exceptions, having regard 
to the dates of the laws concerned, suggest a tendency to increase 
the employer’s share and decrease that of the worker. 

The German sickness scheme of 1883 charged two-thirds of 
the cost to the worker and one-third to the employer ; moreover, 
the sickness scheme paid the temporary incapacity benefit in 
case of industrial accident. This arrangement had been used 
in local schemes already thirty years earlier which covered 


It 


temporary incapacity, whether due to sickness or accident, 
has persisted down to the present time, though an Act of 1933 
has authorised the Government to equalise the shares of the 
contribution. The same arrangement was adopted in Luxem- 
bourg and Austria ; the latter country, in 1935, established a 
single contribution, equally shared, for all four branches of social 
insurance. In Norway, since 1909, three-fifths of the cost 
of sickness insurance has been borne by the worker. No wage 
earners’ sickness scheme of more recent date has provided for a 
worker’s contribution higher than that of the employer. There 
IS but one wage earners’ pension scheme — that of Poland 
(1933) — in which the insured contributes more than his 
employer, the difference being equal to the average accident 
premium paid by industrial employers. Higher employers’ 
an workers contributions are found in several general schemes 
ol sickness and pension insurance combined (Chile 1925 • 

Poland (1933), Norway (1938), South Africa (1937) and, save for 

La ■ a “****’ Several instances are 

whrth!° eontribution that varies 

with the wage class ; these represent an extension ot a principle 

much more frequently applied, namely, that the employed should- 
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pay the entire contribution in the case of apprentices or workers 
with exceptionally low wages. For example, in the Canadian 
unemployment scheme, and in social insurance for non-manual 
workers in Poland, the employer’s proportion of the joint con- 
tribution decreases gradually from the lowest to the highest wage 
class, while the w’orker’s contribution obeys the inverse rule. 

The State subsidy to social insurance may assume either 
of two typical forms. It may be granted in aid either of the 
general revenue of the scheme or of certain benefits {or even 
administrative expenses). As examples of the first form 
may be cited the subsidy equal to half the contributions, in the 
sickness and pension insurance of Brazil, Bulgaria and Peru, and 
in the unemployment schemes of Great Britain and Poland. The 
payment of certain benefits directly out of State funds is very 
frequently illustrated in pension schemes where the State under- 
takes to add a uniform amount to every pension. In Great 
Britain the State meets the entire deficiency arising in the 
finances of sickness and pension insurance from the fact that 
contributions are calculated to cover the risk of persons entenng 
insurance at the age of 16, whereas all persons entering at that, 
or anv later age up to 60, receive the same benefits ; m addition, 
the State bears the entire cost of pensions from 70 upwar . 
In the Soviet Union the State and local budgets bear the cost of 
pensions for the aged, the totally incapacitated and survivors 
^ The State subsidy is, as one might expect, very considerable 
in the national insurance schemes, partly to make up or e 
, lower rate of contribution, partly because the scope 

of the scheme justifies a fuller measure of aid from public 
taxation. Thus, the Swedish pension scheme is supported t 
the extent of two-thirds out of public subsidies. 

(2) Contribution and Risk 

Eoualitv between the premium and the probable benefit 
is of the essence of insurance, and private 

as far as is practicable to adjust the premium to the value ol the 
individual risk. Social insurance, because it is insurance, takes 

.1 .... pr....p.. . “ s“. 

rdV.t,. p".Xd..“.. 

of cases Social insurance has to find a balance between these 
diverse motives, a balance which can only ‘’^^^'^’u^.ance, in 

according to change ^yubhc opmiom 

aTas^toIndl^nif; mtt consider whether the premium can 
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be so manipulated as to afford an incentive for the payer thereof 
to reduce the risk in question. Such manipulation is called 
merit rating. 

The risk that an individual introduces into social insurance 
varies with his susceptibility to disease, accident and unemploy- 
ment, and important indications of the degree of risk are age, sex 
and occupation ; if his insurance provides benefits for his depend- 
ants also, their number, age and sex are significant. How far 
does social insurance take account of these degrees of risk in the 
relation which it establishes between contribution and benefit ? 


The grouping of workers by occupation, each occupation 
covering its own risk, is exempliiled in all branches of insurance ! 
special pension schemes for salaried employees, miners, rail- 
waymen. etc., separate social insurances for industry and 
agriculture, grouping by occupational risk classes within schemes 
of workmen's compensation (all countries but Rumania), 
temporary incapacity insurance (Soviet Union) and unemploy- 
^^*^t ^insurance (South Africa). The trend of the development 
of social insurance organisation is, however, towards the massing 
of the working population in general, inter-occupational schemes, 
workmen’s compensation alone being left to vary the contribution 
according to the specific risk of each occupation. 

Whether the scheme is general or occupational in its scope, 
the prevailing rule is that the contribution rate is unaffected by 
the age, sex or family responsibilities of the worker concerned, 
whereas these factors do affect a wide range of benefiU, and so 
likewise docs the record of the claimant as contributor and 
beneficiary. The manner and degree in which benefits are 
affwted varies from one branch of social insurance to another 
and among the several benefits of the same branch. 

Social insurance limits its liabilities by fixing maxima for 
the rate and duration of l>enelit, and by reducing its clients to a 
select poup. 1 he selection is effected, firstly, by barring from 
enir>- into insurance persons whose advanced age marks them 
as immediate candidates for benefiU ; and secondly, by obliging 
i^urt>d Pf^ns to prove that they possess normal health and 
mployabihty by completing a qualifying period of insurance 
More claiming benefit. The branches of insurance may be 

a rj the increasing degree in which 

Motion m effected : accident ; sickness (age and short qualifying 

or none); unemployment (age and medium qualifying 

^ and long quahfying perm^ ^ ^ 

if Ih^ Ini. " oi insured persons entitled bo benefit 

the lo.s insured against occurs, there remains, however, a wide 
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diversity of risk, as indicated by age, sex and family responsibil- 
ities. In contrast to private insurance, even as practised by 
mutual benefit societies, compulsory social insurance intention- 
ally allows certain groups to make heavier claims on the benefit 
fund than others paying the same contributions. For example, 
elderly individuals and women are a greater charge on sickness 
insurance, while persons having dependants can procure for 
them the extensive medical benefits, allowances and pensions 
which social insurance provides for wives and children. 

In social insurance the „principle of equality between the 
premium and the probable benefit nevertheless finds a rational, 
if crude, application. Social insurance proceeds from the 
hypothesis that the vast majority of insured persons enter 
insurable employment straight from school and remain there as 
long as they are able ; many young women will, it is true, leave 
employment on marriage, but their husbands are likely to be 
insured persons. The entrants into insurance ^ 

typical or average history, making smaller demands on benefit 
at some stages, larger at others, and they pay a level premiu 


throughout their insurance career. 

But what of elderly entrants into insurance, who 
disadvantage in pension insurance because the pension is all 
by thrnuX’r"o? contribution, paid, so that they h-- f c,r er 
time in which to contribute before mvahd.ty ^ 

to occur or the pensionable age is reac e ‘ j elderly 

nractice in pension insurance to reduce the handicap of elde y 
Sani by ^Incorporating in the pension a bas.e sum wh.ch do 

not depend on tbe :',r'^‘eCry%£nts"tm^Th: 

SL'VubsTdv anrir^,; the joint contributions paid in respect 


TnX gtit majority of sociaUnsumnee — , — m 

dons are proportional, an ^ uni , j wage earners 

raiT^rpo^ reUrnsTor'the contributions paid on their 

accident, sickness and ““'7'“y7,tr"ucton 
contribution represents ^“ihe Lmber of conlribu- 

until the next contribution falls di^e, and the n 

tions previously paid does n P, ^j^utionratetothe 

benefit. As a rule, the Proportion of the ^ 

cash benefit rate is uni orm. rates and dependants’ 

often modified by provisions schemes of unemployment 

allowances, while, m some recent schemes 
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insurance especially, the benefit rate is graduated so as to 
favour low wage earners. Moreover, the contributions in 
accident and sickness insurance also finance medical benefits 
and administrative expenses, which are identical in content for 
high and low wage earners alike. Suppose, for example, that 
the contribution is 4 per cent, of wages, and that the sickness 
benefit absorbs one per cent, of wages and medical benefit and 
administrative expenses the remaining 3 per cent. Then the 
contribution of a worker whose wages are 100 is charged with 

only half as much for these latter services as that of a worker 
whose wages are 200. 

In pension insurance the manner in which the contribution 


income is redistributed in favour of low wage earners is, in many 
schemes, difficult to trace, particularly where the scheme receives 
a State subsidy for general purposes. In certain schemes, 
however, the fact of redistribution is evident. Thus, there 
are several European schemes in which the pension consists of 
a uniform basic sum and a supplement proportional to the 
contributions paid in respect of the individual concerned, both 
the basic sum and the supplement being financed from the 
contributions (Czechoslovakia, Germany, Greece, Poland). Sup- 
posing that persons at different wage levels contribute over the 
same period the same percentage of their wages, then it is 
easy to dernonstrate that the cost of the basic sum (like that 
of the medical benefit in sickness insurance) is shared by the 
contributors in proportion to their wage rates, and not in equal 
amounts as the uniformity of the basic pension might imply, 
gain, in Italy and the United States, much greater weight is 

assigned, in the calculation of the pension, to low wages than 
to high wages. 

It thus appears that the contributions of low wage earners 

Tvf’ to cover the cost of their benefits. 

Ihe deficit is met by a transfer from the contributions of high 

wage earners and, where such is provided, by the whole or a 
arger share of the State subsidy. .Social insurance laws and 

memoranda are reticent concerning the manner in 
ch the contributions paid in respect of an individual are 
ppropriated for the benefit of another whose -need is greater 
I seems sate to assert, however, that the high wage earner, in 
almost every scheme, obtains a full return for his share of the 

is used'*b)"he'? **ih which the employers’ share 

Aar ^ needier beneficiaries — not only low wa^e 

depeS iri^ elderly entrants into pension insurance — 

P m part on the presence of a State subsidy and on its 
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sufliciency. Thus, under the Belgian pension schemes, the joint 
contribution is credited almost entirely to the person in respect 
of whom it is paid, while a special State subsidy takes care of 
elderly entrants. Under the federal pension insurance in the 
United States, by contrast, the employers’ share is heavily 
drawn upon on behalf of both low wage earners and elderly 
entrants in the absence of a federal subsidy. 

There remains for mention the place of merit rating in 
social insurance. Merit rating is a device to encourage the 
reduction of risk. It proceeds from the hypothesis that the 
employer is able, to some extent, to control the frequency and 
severity of the losses in respect of which social insurance benefits 
are payable. Consequently, it affects undertakings individually, 
and not groups of similar undertakings. Merit rating is practised 
extensively in accident insurance and, in the United States, by 

numerous State unemployment funds. 

As applied in accident insurance, merit rating respects the 
inequalities in risk among industries that result from differences 
in the processes, machinery, etc., characteristic of each industry. 
An average premium is established for each class of undertaking, 
and variations, up or down, are made in the premium charged to 
each undertaking, either according to the number and severity of 
the accidents that have occurred in it, or according to an 
appraisal of its equipment and organisation, special credit bein^, 
given, for example, for the installation of safety devices. 
Highly technical methods are employed in the calculation of 
the debits and credits assigned to the individual employer, and 
the administrative expense involved is considerable. Merit 
rating can be applied only in a limited range of industries an 
fairly large undertakings. There is no doubt that merit rating 
has encouraged employers to reduce the accident hazard ot their 
undertakings, both by installing better safety devices than the 
factory legislation requires and by carrying on safety propaganda 
among their workers. It seems likely, however that such 
success as has been achieved is due not solely to the fina"cial 
incentive of a lower premium, but also to the fact tha 
procedures connected with merit rating have focused the 
attention of employers on the possibilities 

and have educated them to an understanding of savin s 

far exceeding the premium reduction, which a safety p y 

may procure. For, if accident insurance is not to i ^ 

function of pooling risks, the premium can only 

within certain limits ; moreover, only a fraction of 

such as can be avoided by preventive measures. America 
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experience suggests that the reduction of the premium in con- 
sequence of low accident frequency is only about one-quarter 
of the total savings accruing to the employer, since the dis- 
organisation of production that accidents entail represents a 
considerable loss. 

Merit rating, or, more exactly, experience rating, in un- 
employment insurance is found only in the United States, where 
it is a feature of most of the State schemes. These schemes are 
only a few years old, and must be regarded as still in the experi- 
mental stage. During an initial period of three years, the 
premiums are set at a uniform percentage of the payroll of each 
undertaking, irrespective of the branch of industry to which it 
belongs. Then, on the experience of the undertaking during 
the period, the premium is varied up or down, between limits 
[e.g., between 4 per cent, and 0.5 per cent, of the payroll). The 
principle is clear ; that each undertaking shall bear a large 
proportion of the cost of the benefits paid to its discharged 
workers. In the United States, the example of accident 
insurance has been decisive, for it has been thought that a close 
analogy exists between the accident risk and the unemployment 
risk : both are industrial rather than social risks, and the cost 
of compensation should figure in the operating expenses of the 
undertaking held responsible. The entire premium for un- 
employment insurance is therefore charged to the .employer and 
IS varied according to the losses incurred by the insurance fund 
in respec a his workers. There is already a vigorous con- 
roversy in the United States concerning the propriety of experi- 
ence rating in unemployment insurance, and numerous powerful 

against it. It would exceed the 
pe of this study even to enumerate these arguments here but 

InlnT r compulsory un- 

employment insurance outside the United States have rejected 

experience rating, and have regarded unemployment ' as a 

1 • > 0 be shared by industry as a whole and by the State. 

(3) Financial System 

can institution, unlike an insurance company 

g eralij count upon a permanent body of contributnrJ 

Hwidation™' Mo ''' "if eventual 

rref„rc"ontrttr:';nTb: rrTs ‘"f ‘''" 

intuTn nVX—t: 
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Iin«l Ihi* test of ;»<! unrial -olvi>nry at any dafp th‘‘ -am*-, 
namely, Hie iMjuivahmce of the present valuer of prfihahle r^'V/mue 

and expeniiil lire. 

1 he financial ^v.stem of a social insurance scheme con-istA of 
the mechanism wherebv an equilibrium i? maintained 
its resources and its charges, .\ccordinp to the nature of the risk 
and the benefit, it may be expedient to balance benefit exf»end- 
itnre by contribution income either over a ^hort period or over a 
lonii, even indefinitely lonp. period. In any case the financial 
system should be such that the contribution rales should 
remain as steady as possible, or, if they have to be increa.^d, 
that the increase should be pradual, in order that the contributors 
may have time to adapt themselves to the chanpe. Since the 
correspondence in lime between benefits and contributions can 
never be exact, a social insurance scheme must always proxidc 
for a reserve. The financial systems used in social insurance 
schemes belong to two principal types: the as^osment system 

and iHc ciccu mu Is t ion system. , , 

The assessment system aims at maintainm^ a 71“^^ 

r,;: r ’ s.-r 

5 4- - «=•'•“ 

iH(» fluctuation of the contribution rale. 

the iiuctuacioii ui wherever an insurance 

scheme pro'rdes toe tenants the cost ot wh.ch >s caleuja^j to 

increase j’ear by ""lijh remains level Ihrouehout 

meet the cost b> a coniri assess- 

the period. Part of el al^ined immediately 

ment system, to pay benefit at tue ‘e . contingencies 

after the inception of the ^'^eme and to pros de a coni g 

is accumulated to form an «‘“";,;'„t^ih„tion revenue in the 

which meets ‘'j' the accumulation system does not 
later vears. The adoptio varied in the course of 

•secure that the contribution will not 

ll period covered by the can he 

be raised to meet such assessment sysUm 

forecast. The accumula i - methodical saving, 

that has added to it a mechanism . 

It is in the size of the s/stem 

fnl Srse:L ‘‘^d"e^;U«o:r of out.^ over -.ncome. 
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and the interest which the reserve fund supplies is of quite 
secondary importance. In the accumulation system, on the 
other hand, the function of the reserve is to earn interest, and, 
as it accumulates, to cover an increasing share of the total 
expenditure, the increase being due, not to chance, but to an 
expected growth in the rate of benefit or in number of benefi- 


ciaries or to both. The ultimate reserve, in order to provide a 
substantial interest income, must evidently be large as compared 
with the premium income. 

Sickness insurance everywhere is financed on the assessment 
system. This is so even where sickness and pension insurance 
are co-ordinated within the same legislation, for the two branches 
are kept financially separate, sickness insurance being assigned 
a definite part of the total contribution ; only in Great Britain, 
where health insurance provides incapacity benefits without 
limit of time, is the accumulation system used. It may indeed 
be said that the benefits of sickness insurance are designed in 
such a way as to render the use of the assessment system 
appropriate. The mutual-aid movement, from which compul- 
sory sickness insurance is derived, was carried on by small local 
societies that could operate only on an empirical basis, providing 
benefits of limited duration and balancing their accounts from 

"y ill . ess funds, of course, have more 

refined niethods of keeping income and outgo in equilibrium. 

e number of days of sickness per member per year varies but 
little in a large fund. Even in a small fund of a few hundred 
members a reserve equal to one year’s expenditure is in almost 
countries judged to be ample. Such a reserve, of course 
can only be built up gradually, by allotting to it a margin — 
e.g., 5 or 10 per cent. — allowed for in the contribution or if 
the whole margin is not available, then whatever surplus the 

cont^Hh^f reserve is constituted, the 

thpl ^ ^ore often subject to upward variation and 

the grants for benefits additional to the minimum which the law 
prescribes are restricted. Later, the contribution may remai^ 
regular from year to year, except in so far as the fu/d in the 
xercise of its autonomy decides to finance additional benefits 

surplus, but by raising the rate of the normal con- 

anH a’?" • countries the contribution rate is uniform 

nd a legislative amendment is necessary in order to alter it’ 

centaS;:'':, s" fl" iai 

creatiorof? ! 1 ""“ i‘-9; Chile, Peru) or by the 

(e 0 Frane! r” ‘o ^>1 th* sickuess funds 

France, Human, a). Here the assessment system means 
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hardly more than the periodical checking of a financial equili- 
brium which is inherently stable. 

In unemployment insurance also the assessment system 
must be used, because its financing is necessarily empirical. 
Despite the restriction of the duration of benefit in proportion 
to the duration of previous insurance, unemployment insurance 
schemes cannot forecast with even moderate precision the 
movement of expenditure. A forecast is nevertheless made on 
the most reasonable hypothesis that can be formulated, and the 
contribution is set at a rate which is intended to leave a margin 
for the accumulation of a reserve. In several laws it is provided 
that the contribution rate may be varied by a summary pro- 
cedure without recourse to legislation, and, in case of urgent 
need, loans or even non-repayable subsidies may be granted 
by the State. 

Accident insurance uses a distinctive form of the assessment 
svstem. Here as exact a balance as possible is established at the 
end of every year between the premiums due from the group of 
undertakings comprised in a certain risk class and the liabilities 
incurred by the accident fund in respect of accidents happening 
in those undertakings through the year. Where the insurance 
is of a mutual character, a provisional premium is paid at the 
beginning of the year and an adjustment is made at its end. The 
liabilities to be discharged by the premiums include, not only 
actual disbursements, but also the capital value of pensions 
awarded ; except for cases not yet settled, each year s working 
is financially independent. 

For pension insurance the appropriate financial system may 
be either that of assessment or that of accumulation. The 
choice depends on a number of considerations, of which the 
chief are the probable movement of the pension cost and the 
scope of the insurance scheme. The assessment system may 
be used if the ultimate pension expenditure will not exceed 
the income yielded by the maximum contribution that can 
reasonably be fixed for pension insurance. In the contrary case, 
the accumulation system must be adopted. The s^pe of a 
pension scheme affects the measure in which it is feasible to 
apply the accumulation system, because the interest on the 
reserve in order that it may relieve the charge on the curre 
contributors, can only be paid by other niembers of com- 
munity with whom the reserve has been invested. The 
a smafi scheme could accumulate a much larger reserve per 
member than a scheme which includes the great majority o. the 

occupied population. 
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The first compulsory insurance schemes, in which pensions 
varied with wages and the duration of insurance, were financed 
on the accumulation system. The schemes were limited in 
scope and for this reason could not claim large subsidies from the 
public authorities ; their costs were expected to rise rapidly 
owing to the increase in the number of pensioners and in the 
average value of the pension ; their actuarial reserves were not 
of great importance as capital accumulations ; and their invest- 
ments entailed no risk of capital losses, while at the same time 
the yield was sufficient to keep contributions stable. Since 
other costs of production remained fixed, such stability was 
necessary in order to avoid the accusation that the insurance 
scheme generated dislocation and raised the costs of production. 

All or nearly all these conditions are changed, if not reversed, 

in insurance schemes which are national in scope or compulsorily 
cover all or the greater part of the wage-earning population, and 
in which the benefits paid are uniform or vary only within 
narrow limits with the amount of the contributions paid and 
the duration of insurance. When in these schemes the claim to 
a pension is made subject to a comparatively short qualifying 
period, the number of pensioners becomes constant in a comnar- 
a.ively few years’ time, and thenceforth the costs of the scheme 
mcrease only at a moderate rate. It is evidently possible to 
finance such schemes on the assessment system, especially if 
an improvement in the productive efficiency of industry can 
be counted upon that will remove from future generations the 
hardship of paying a somewhat higher contribution. Indeed 
even if the average rate of benefit is planned to increase with 
the passap of time, the financing of a scheme that covers the 
mass 0 p pcupied population on the accumulation system is 
likely to lep in a roundabout way to the assessment system • 
for a considerable proportion of the actuarial reserves will verv 
probably be “invested “ in government securities, the interest 
on w'hich IS necessarily paid out of taxation. It is true that even 
in a natipal scheme the incidence of taxation is likely to difTer 
from that of contributions and to fall more largely on^the well- 
o- 0 ; but if p, the interest charge will correspond to the State 
subsidy which IS a normal feature of pension insurance. 

which ar. nl!"H ? insurance funds 

ch are limited to certain occupations or groups of occunations 

and whose annual expenditure is bound to increL ranid ! 

drLn ^ '• system. Without the income 

m the investment of actuarial reserves, there would 
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have to be rapidly rising, and ultimately prohibitive, contribu- 
tions. The guarantee of public subsidies would often prove 
illusory, since the members of occupational funds are already in 
a privileged position as compared with the mass of industrial 
and agricultural workers. In insurance schemes which are 
limited to certain occupations or groups of occupations, yet 
another difficulty arises, when it is decided that in calculating 
pensions account shall be taken of periods of service preceding 
the putting into operation of the scheme, and therefore not 
having given rise to the payment of contributions. Besides the 
unfavourable age distribution of the first contingent of insured 
persons, there is then a second source of actuarial deficit; which 
must be paid off over a specified period and not transferred in 
full to future generations. In any case it is necessary to know 
the dimensions of this deficit, to reduce it to bearable proportions, 
and therefore to regulate the extent to which periods of employ- 
ment preceding the operation of the insurance scheme are taken 
into account, due respect being paid to the principle of individual 
e’quity, according to which the insured person, present or future, 
receives benefit. at least equivalent to his personal contributions. 






CHAPTER III 


SOCIAL SECURITY SYSTEMS 


A. The Elements ; Social Assistance and Insurance 


Social security is the security that society furnishes, through 
appropriate organisation, against certain risks to which its 
members are exposed. These risks are essentially contingencies 
against which the individual of small means cannot effectively 
provide by his. own ability or foresight alone or even in private 
combination with his fellows. It is characteristic of these 
contingencies that they imperil the ability of the working man 
to support himself and his dependants in health arid decency. 
Accordingly, as the State is an association of citizens which 
exists for the sake of their general well-being, it is a proper 
function of the State to promote social security. While all 
State policy has some bearing on social security, it is convenient 
to regard as social security services only such schemes as provide 
the citizen with benefits designed to prevent or cure disease, to 
support him when unable to earn and to restore him to gainful 
activity. Not all such measures, however, can be considered 
as affording security. For security is a state of mind as well as 
an objective fact. To enjoy security, one must have con- 
fidence that the benefits will be available when required, and, 

in order to afford security, the protection must be adequate in 
quality and quantity. 

Neither of these conditions is realised in poor relief, society’s 
ancient mode of covering social risks. For poor relief, though it 
may be, in principle, an obligation for the local community, 
IS not a right for the individual: the communal authority is 
sole judge of the necessity for relief and of its nature and extent 
in each case, and the claimant, save in a few countries, cannot 
appeal to a higher authority. In fact, poor relief is very often 
inadequate in quality because the local community affords too 
small a basis for a system of diversified benefits, while the 

quantity of the relief depends in each community on the acci- 
dents of its politics and wealth. 
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In order to remedy these deficiencies of poor relief and 
supply, at least in some fields, the social security that was 
lacking, two approaches have been found and are being followed, 
namely social assistance and social insurance. 

There is no generally accepted definition of social assistance 
or social insurance, but for certain schemes there is universal 
agreement as to the category to which they belong. The 
Danish non-contributory pension scheme and the German wage 
earners’ pension insurance scheme are classic examples of social 
assistance and social insurance respectively. A consideration 
of their resemblances and differences brings out the central 
characteristics of the two approaches. Both schemes are 
intended for persons of small means ; the Danish scheme 
provides for a means test at the time when the claim for a 
pension is made, while the scope of the German scherne is 
limited to workers whose earnings are presumably small. Both 
grant pensions calculated according to arithmetical rules, as of 
right, enforceable by quasi-judicial process. The Danish pension 
is adjusted to the individual’s means above a certain level of 
exemption, so as to produce a total income covering the minimum 
cost of living, while the German pension consists of a small 
fixed subsidy plus a supplement proportional to 
the contributions paid in respect of the individual. The 
cost of the Danish scheme is charged to the general tax revenue 
of the State and the local authorities, while that of the German 

scheme is borne in part by insured persons 

sharing a joint contribution, and m part by the State. 1 be 

main diffeJences between these schemes concern ^ 

techniques for excluding persons with substantial mean _ 

benefit without discouraging private thrift, for 

pension and for raising f^^^s Generalising frorn these 

examoles one might say that a social assistance scheme provides 
benefits for persons of small means granted as of financed 

from taxation, and that a social insurance scheme prov d s 
benefits for persons of small earnings granted as 
amounts which combine the contributive effort of the 
with subsidies from the employer and the ^^^7; . 

These descriptions characterise well 
enpial assistance and social insurance, but they are to 

detailed when it comes to assigning, each to its proper ca go^ 

the th variety of modes of collecUvely 

which are included between the P (-uarial equitv 

one hand, and private insurance, based on strict actu q . 
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to the individual, on the other. For example, it is usual to 
regard industrial accident insurance as a branch of social 
insurance, although the insured person does not contribute, 
and a scheme of maternity benefits, financed entirely from 
taxation, as a species of social assistance, even if it is available 
to all women irrespective of means. Thus, neither a contribu-- 
tion from the beneficiary nor the means, test is a characteristic 
of social insurance or of social assistance respectively. In fine, 
the only criterion which enables us to distinguish between these 
two modes of collective risk-bearing is the presence or absence 
of the requirement, as a condition for the grant of benefit, 
that contributions should have been paid, by the prospective 
beneficiary, or in his name, into the fund which supplies the 
benefit. Even this requirement, however, is not absolute. In 
the social insurance system of the Soviet Union and in the work- 
men’s compensation schemes of many countries it is expressly 
provided that failure of the undertaking to pay the contribution 
due shall not affect the right of the insured person to benefit. 

It is helpful, in order to elucidate the nature of social 
assistance and social insurance, to consider them as tendencies, 
that is to say, as directed movements. Social assistance is a 
progression from poor relief in the direction of social insurance, 
while social insurance is a progression from private insurance 
in the direction of social assistance. 

The progress of social assistance consists in the improve- 
ment of its benefits, in the enlargement of the notion of need, and 
in the dissociation of moral stigma from recourse to its aid. 
All three ends are served by the creation of specialised schemes 
to help each of the main categories of needy individuals or to 
combat each of the main causes of destitution. Specialisation 
implies, an administration seeking excellence in its own field : 
aiming at adequacy in quality and quantity ; serving, without 
narrow restriction, all who cannot obtain privately such benefits 
as it affords , and, in its visible separation from the poor relief 
authority, symbolising a constructive and humane attitude 
towards poverty. Where cash benefits are in question, an impor- 
tant index of advance in social assistance is the substitution of 
rule for discretion in the determination of their amount, and the 
consequential emergence of a right to a definite sum. The case 
IS different with benefits in kind or services ; here quality and 
quantity must always remain very largely within the discretion 
of the administration. But these improvements, though they 
yield a rich return, are expensive. Social assistance schemes are 

e mercy of budget appropriations, which, in some countries. 
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are subject to great irregularity. They press therefore for the 
assignment to them of an independent revenue perhaps from 
a new tax, which is the more readily accepted the more penerally 

its destination is understood and approved. 

The progress of social insurance consists in ext^ndinsr its 
protection to an ever larger circle of the population, in widening 
the range of the risks that it covers, and, as regards the quality 
and quantity of its benefits, caring more for social adequacy 
than for actuarial equity. ^\ hether voluntary insurance, 
subsidised by the State or by employers, is a species of social 
insurance is nowadays an idle question . it is certain at all events 
that voluntary insurance can play no more than a secondary 
part in an efTective social security system. Until lately the 
potential scope of social insurance has been identified with 
employed persons and their dependants ■ already the raajori y 
of the population in industrialised countries — but this limitation 
is being transcended. In several countries, indeed, all citizens 
have been brought within the ranks of the insured, at least for 
the purpose of pension insurance. In countries where socia 
insurance is intended to be the principal element of the social 
security system, qualifying conditions for benefit are made easier, 
the minimum rate of benefit is strengthened, and more exUnsive 
provision is made on behalf of dependants. Improvements in 
tenefits and the readjustment of benefits to meet l^e needs of 
the lower income groups are charged mainly to the Slate since 
it is understood that the contribution paid by the insured, like a 
egressive tax, bears more hardly on the poorer contributors, 
while the employer’s contribution is a tax on omployracnb ^ 
If present-day developments have been co J 

social assistance and social insurance are gy 

each other As the culmination of a long evolution the> may 
e“n meet and combine ; until, as in New Zealand and Denmark 
we can no lon^^er say whether social assistance or social insuranc 
Pedom^atet but Lly that they possess a national system of 

social security. 


B. The Distribution of Functions 


All the social risks - incapacity for work, ^ 

find work, need for medical care, etc. can * however, 

<;ocial insurance or social assistance. In prac ’ , 

certain risks are usually covered by for 

generally regarded as the special province of assistance, wn 
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a third group it seems that either method may be the more 
suitable according to the conditions of the country concerned. 
It may be said that cash benefits and general medical services 
are more often provided by the insurance method, and that 
assistance is preferred for certain forms of benefit in kind. 

Insurance is always adopted wherever there exists an 
apprehension of exaggerated claims and conscienceless exploita- 
tion of a common fund, even if insurance means a somewhat 
less extensive coverage of the risk : it must be adopted if the 
cash benefit is to be proportioned to the w’age loss. As regards 
industrial accident and disease, no question of assistance has 
ever arisen, by reason'of the firm tradition of employers' liability. 
The general risk of sickness is invariably covered by insurance : 
here also tradition has been decisive, and the forms appropriate 
to voluntary insurance, with its contractual arrangements 
with private practitioners, have been carried over into com- 
pulsory insurance. In the case of pensions, especially for the 
aged, the choice between insurance and assistance has been hard 
to deride. Reverting to our Danish and German models, w'e 
may note that Denmark was thinking mainly of a peasant 
population, in which the aged' were represented in a normal 
proportion, while Germany had in mind a new class of industrial 
wage earners, with most of their working life still before them. 
Apart from the fact that they solve the immediate problem of 
existing needs, non-contributory pensions have been the more 
readily adopted because the situations in respect of which they 
are paid are fairly easily verified. However, the majority of 
countries have opted for pension insurance, with its long-term 
financial plan and its pension related to the contribulive effort 
of the individual. As for the unemployed, they have had the 
misfortune to inherit some of the odium which traditionally 
attached to the masterless man, and only with the greatest 
reluctance have cash benefits been paid to them out of public 
funds. Schemes of unemployment assistance w'ere improved 
in the early thirties, but they are being or have already been 
replaced by insurance schemes, at least as a first line of defence. 

Social assistance has, in the main, confined itself to spheres 
o service in which the public interest is pre-eminent, and which 
at the same time offer little occasion for abuse. As important 
examples may be cited general hospitals, mental hospitals, tuber- 
culosis sanatoria and dispensaries, treatment centres for venereal 
iseases, maternity and child welfare centres, school health 
services, placement and rehabilitation agencies. These services 
•r. provided under sinular conditions for all clients £ut a 
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contribution towards their cost is, in many instances, required 
from those who have sufficient means, especially for such a 
costly service as hospital treatment. In some countries a 
general medical service, subsidised or wholly maintained from 

taxation, is provided for the rural population. 

The social security system of a country consists of the 
complex of its social insurance and social assistance schemes. 

In very few countries does that system approach comprehensive- 
ness, with respect to persons and risks. Its incompleteness 
arises from the very natures of both its elements. An insurance 
scheme, by hypothesis, can grant benefits only in the presence 
of certain precisely defined conditions, and cannot help the 
excluded fringe of cases. Social assistance schemes, as we 
them result from the selection of certain categories of need tor 
specialised care ; these categories are removed one by 
the competence, or rather incompetence, of 
emergencies are bound to fail outside the limi s o a 
eories for which special schemes have been established, thoug 
focial assistance is more elastic in its adaptation to uncommon 

cases than social insurance. , 

A diminishing residue of need is left to be covered by the 

poor law. It consists of the “ deserving ’ and 

Sections of the social security system and the afr for causes 
vet not fully diagnosed, but which in part i 
responsibility of society as a whole. The gaps in the social 
security system through which the “ deserving poor tall into 
the inhospitable but inclusive embrace of .j!*'. ™ [ 

fharact^ for the “ undeserving ” - the loafer, the tramp, the 
unemployable with character delects — pending the eve p 
ment of-a casework system on behalf of this group. 

C. Examples of Co-ordination and Integration 

It is true of most countries that their social security systems 
_ such as they are - have been built up piece by piece and not 

ridh"^raturTe^xtt"S^^ 

existing in its most elementary form. 

Coordination; however, remains inelTicient and unsystematic 
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until the legal provisions of neighbouring schemes are fitted 
into one another and administrative links are established between 
them. When this process of organic co-operation is entered 
upon, the question inevitably arises : are two {or more) schemes 
necessary, or expedient in the public interest, to perform the 
related functions distributed among them, or can they be com- 
bined to the general advantage ? If the answer is yes and action 
follows, the result is integration. The problems of co-ordination 
and integration arise as between one social insurance scheme 
and another, one social assistance scheme and another, and as 
between a social insurance scheme and a social assistance 
scheme. The situations in which such problems present 
themselves are endless in their variety. The difficulties of 
co-ordination are due only in part to the necessity for discrimin- 
ating at some arbitrary point between one category of need and 
another : they are due also to the different conceptions on which 
neighbouring schemes are based, and to the resistance of these 
schemes to a theoretical case for fundamental reorganisation 
which would harmonise their relations. A few examples are 
given below of the situations and ways in which co-ordination 
or integration is achieved. 

(1) Between Insurance Schemes 

Since all branches of social insurance provide compensation 
for loss of earnings, it is expedient to establish rules that 
eliminate gaps between the risks covered by the several insurance 
schemes and determine the extent to which two or more benefits 
shall be payable in cases where simultaneous claims arise under 
different schemes. These questions are most important where 
the case is one of incapacity for work. As between accident 
insurance and sickness insurance both questions are usually 
settled by defining sickness as temporary incapacity that is not 
compensable under accident insurance ; but in several European 
countries (including the Soviet Union) they are avoided by the 
identification of the sickness benefit with the accident benefit 
for temporary incapacity. As between accident and pension 
insurance, considerable gaps exist by reason of the much stricter 
physical and other conditions that the latter imposes for the 
award of pensions. Overlapping occurs in cases of severe 
incapacity, old age and death, and national systems exhibit 
diverse policies as regards this situation : in several countries 
the pensions under both schemes are paid in full, and in others 
the beneficiary receives the entire accident pension and part of 
his contributory pension. 


m 


7 



APPROACHES TO SOCIAL SECURITY 







'f * 


The co-ordination of the medical benefits of different 
branches of social insurance is mainly a matter of avoiding 
duplication of medical facilities. As regards the medical 
benefits of accident and sickness insurance, there is no over- 
lapping of rights if each risk is defined so as to exclude the other : 
what may occur, however, is a duplication of medical organisa- 
tion When, as is normal if liability for accident compensation 
rests on the employer individually, no special organisation 
exists for the treatment of accident cases, then of course duplica- 
tion cannot occur. But where the accident risk is covered by 
a branch of social insurance, systematic provision inust be ma e 
in some form for medical care. In Germany for example, 
accident victims receive the medical benefit of sickness insurance 
in so far as that is sufficient and appropriate, but since accident 
insurance has both the means and the will to effect the fullest 
possible cure, it supplements that medical benefit by specialised 
Lrvices of its own in cases where these are indicated. In 
Germany and several other European countries, a somewhat 
similar co-ordination is established between the medical benefits 
Ts^kness insurance and the special forms of t^ -ent winch 
at their own discretion, pension insurance institutions may 
nrovide for the prevention of invalidity ; pension insurance may 
TZ tJZe enure responsibility for diseases such as tuberculosis 

which cause much invalidity. Where, as in the p <. 
Czechoslovakia was the first to adopt, sickness insurance funds 
are subord^rte to the central institution which administers 
;rnston It ranee, the medical benefits o* f kness^insumnce 
and pension insurance are the integral part 

Rumtia there is even a common medical organisation for 
"'’'The adoption oTtTdental formula for the definition of 

persons in exercising their "f , ^he ^implil cau 

ly evident in the collection of • *" etc.) the 
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controlled by a central policy-making authority to which all 
are subject ; such common services include tribunals for the 
settlement of disputes and (in Poland, Rumania and the United 
States) research in social insurance problems. 

(2) Between Assistance Schemes 

The personal health services provided by way of social 
assistance are, in the great majority of countries, administered 
by local authorities, those services especially which involve 
individual care or the employment of a specialised staff being 
usually furnished by the larger local authorities, such as cities, 
counties or provinces. The latter generally possess a health 
department in which all public activities in the fields of medicine 
and hygiene are integrated. Cash benefits by way of social 
assistance consist in the main of non-contributory pensions and 
these are, in most of the countries where they exist, administered 
by the State. Responsibility for poor relief in the form of 
maintenance and elementary medical care' is assigned to the 
small or medium-sized local authority, which discharges it 
through a committee of its council. 

Co-ordination between the poor relief authority and the 
health authority in the same locality is a simple matter of 
financial and administrative arrangement concluded in accord- 
ance with broad statutory principles. In some countries, such 
as Belgium, personal health services and poor relief are admin- 
istered by the same local boards. 

Under most schemes of non-contributory pensions, no 
provision is made for the medical needs of the beneficiaries, who 
obtain publicly provided health services under the same con- 
ditions as all other individuals of similar economic status, 
though in Australia, Great Britain and France the scheme 
expressly provides that while the pensioner is being treated in 
hospital the rate of the pension shall not be reduced on that 
account. A number of the State laws on old-age and mothers’ 
pensions in the United States enable the pension authority, 
namely the State department of public welfare, to furnish 
medical care for the pensioners. 

In countries where several types of non-contributory pension 
schemes are in force — for the aged, invalid, blind, and dependent 
children — they are administered by the same State department 
(just as in pension insurance the same institution administers 
invalidity, old-age and survivors’ pensions). 

In Great Britain an odd situation has developed in which one 
form of old-age assistance is superimposed on another : both are 
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State services, yet administratively they are quite independent. 
This set-up becomes intelligible, however, when seen against 
its historical background. Non-contributory old-age pensions 
were never intended, either at the time of their introduction in 
1908, or later, in 1925, when they were embodied in an insurance 
scheme for the employed class, to be sufficient for maintenance : 
the theory was that they should afford a substantial basis to 
be supplemented by private thrift or poor relief, as the case 
might be. At present the majority of old-age pensioners are 
receiving their pensions in their capacity as insured persons and 
without a means test, and only a dwindling minority are receiving 
them in the form of social assistance, subject to a means test. 
In 1940 it was decided to free the aged as a group from depend- 
ence on poor relief, and a State scheme of old-age assistance was 
introduced, primarily for the purpose of supplementing the 
pensions of insured persons, but incidentally granting the same 
advantages to non-contributory pensioners also. Now the 
purpose of the supplementary pensions was to assure a minimum 
of subsistence to every aged individual, and there already existed 
a State scheme of unemployment assistance performing the same 
function for the benefit of the unemployed. The latter had 
established an elaborate set of rules and policies for the uniforrn 
application of the unemployment assistance scheme, an 
possessed the local machinery necessary for the examination ot 
claims and the payment of benefit. In these circumstances i 
was more expedient to attach old-age assistance to unemploy- 
ment assistance than to non-contributory pensions. In tact 
old-age assistance and unemployment assistance have been 
integrated in the hands of a national assistance board. 


(3) Between Insurance and Assistance Schemes 

The creation of a social security system is, nearly every- 
where, a gradual process, in which simultaneous use is made of 
social insurance and social assistance, the choice of met o or 
a given purpose being determined by its appropriateness to 
national conditions. The goal is the provision of complete «nd 
continuous services: there should occur neither gaps “oe over- 
lapping in the range of the services or m their temporal 

In most countries social assistance is the auxiliary of eoc'al 
insurance. It has to provide necessary benefits in kind which 
ihe insurance scheme does not allord, substitutes for msurance 
benefits when the individual does not fulfil the qua i yi g 
conditions or has exhausted his rights, and supplements to- 
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the cash benefits of insurance where these do not meet the 
individual’s needs. In order that these purposes may be 
accomplished, co-ordination is required between insurance and 
assistance, both in the mapping out of their functions and in 
the details of their contacts ; often, however, co-ordination goes 
no further than the designation, in general terms, of the field 
for which each scheme is competent. 

Social assistance is largely concerned with health services : 
hospitals, sanatoria, maternity and infant welfare centres, etc. 
Sickness insurance in most countries contracts" with public 
hospitals to provide accommodation, but where there is a defici- 
ency of public hospitals the social insurance institution — Peru 
affords a signal example — may build hospitals for its members. 
In two countries, namely the Soviet Union and Ireland, there is 
no insurance medical service : the insurance institutions neither 
employ doctors to treat insured persons nor contract with the 
public health authorities to do so, but insured persons, like other 
groups of the population, avail themselves of the free medical 
services that the public health authorities of these countries 
provide. The insurance institutions confine themselves to the 
certification of incapacity and the grant of certain supplementary 
benefits such as rest cures. There is an important difference, 
however, between the free medical services in the two countries, 
in that those of the Soviet Union are, since 1937, available to 
all persons regardless of their means, whereas in Ireland only 
persons who cannot buy the care they need may use them. 

The social insurance system of the Soviet Union affords a 
unique illustration of collaboration between the social insurance 
and social assistance organisations in the application of pension 
insurance. As a feature of the reconstruction of that system in 
1937, the financial and administrative responsibility for invali- 
dity, old-age and survivors’ pensions has been transferred from 
the insurance institutions, that is to say the trade unions, to the 
State Commissariats of Social Assistance and their local branches. 
The pensions, as before, are based on the nature of the work 
performed by the individual, the duration of his employment 
and the average wage on which contributions were paid during 
the last 12 months of employment. The transfer was facilitated 
by the fact that the insurance contributions are paid entirely 
by the undertakings ; for, the latter being publicly owned, it 
IS essentially a matter of bookkeeping whether the cost of the 
pensions should be treated as a charge on the expenses of the 
undertaking or on the State and local budgets. One of the 
purposes of the transfer appears to have been to simplify the 
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social insurance functions of the trade unions so that they could 
be discharged effectively by elected committees in each under- 
taking. These functions are now limited to the assessment 
of cash benefit for temporary incapacity, the maintenance of 
insured persons and children in rest homes and sanatoria, 
checking incapacity certificates, and helping insured persons to 
obtain proper medical care from the public health authorities 
and pensions from the social assistance authorities. 

The provision of assistance benefit as a substitute for 
insurance benefit is most prominently exemplified in the field 
of old-age security. In France, Great Britain and the United 
States, there are non-contributory pensions for persons who are 
not insured, or who are insured but fail to satisfy the qualifying 

conditions for the contributory pension. 

The benefits of sickness insurance and unemployment 
insurance are payable for a maximum term only ; thereafter, in 
most countries, the sick person becomes the responsibility of 
invalidity insurance, but the unemployed must turn to poor 
relief. In Denmark, contrary to usual practice, there is no 
automatic transition from sickness to invalidity. The awarding 
of an invalidity pension is a rather elaborate affair, and, in 
cases where permanent invalidity is not expected to result, it 
is found preferable to have the benefits of sickness insurance 
continued as assistance benefits, by the sickness fund ^ ® 

expense of the commune. Great Britain is one of the very few 
countries in which the entire wage-earning class is protected i 
case of unemployment, however long it lasts ; 
who have exhausted their 26 weeks of insurance benefit (and 
likewise the relatively small group of uninsured wage earnere) 
have a right to an assistance benefit adjusted to their tami y 
responsibilities and to their means, of which certain items, 
including war savings, are ignored. In 

ance (as also in the supplementary old-age f ™ ^ 

referred to) the aim has been to conciliate the idea of 

as a right, which implies a definite rate of benefit, with the idea 

LX^ce as meeting the niinimum needs o -d^ 

concerned, by prescribing a very detailed table y 

si/es nersonal means and appropriate benefit rate . • 

The integration of social insurance and assistance wit i 
single scheme yields advantages in the way of simp Uaty and 
secmitv for the insured and economy in administration 
main obstacle to integration is that, in most countries, P 

Ti^surance is limited to employed persons, while tlmt ^ 
assUtance extends to all persons in need of its services. When, 
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however, insurance is national in scope, and embraces all adults 
and their children, this obstacle disappears. 

In Sweden, the national pension scheme provides a pension 
based on the contribution record of the insured person and, in; 
necessitous cases, a supplement subject to a means test. 

The integration of social insurance and assistance institu- 
tions providing health services under single national direction 
seems about to be accomplished in Chile. Until the present 
time, the social insurance institution was responsible for the 
dispensary and domiciliary service and the national welfare 
institution for the hospital service. But the experience gained 
in administering an emergency relief programme in the earth- 
quake area has demonstrated the advantages, in the way of 
continuity of treatment and economy in staff and equipment, 
that undivided responsibility affords. It is now proposed 
therefore that the insurance and the assistance institutions 
should pool their resources and create a single national medical 
service ; at the same time the scope of compulsory insurance 
would be extended to all gainfully occupied persons of small or 
moderate means. In Denmark and New Zealand the existence 
of a national insurance scheme providing a full range of health 
services has not entailed destruction of the independence of 
hospitals or the enrolment of the medical profession in a salaried 
service ; in Denmark medical and hospital benefits are furnished 
by contract between sickness funds and the doctors and hospitals, 
while in New Zealand the social insurance fund pays the doctors 
and hospitals for the services they render according to a 
statutory scale. 

Old-age pensions, formerly non-contributory, have b^een 
integrated with other contributory pensions in the social 
insurance systems of Great Britain and Denmark (cf. Chapter I). 
Because the British social insurance system is limited to 
employed persons, the non-contributory pension scheme has been 
maintained for the protection of the uninsured, but in Denmark 
all adults are required to insure themselves against sickness 
and invalidity, and the old-age pension is granted only to persons 
who are in fact insured. 

In New Zealand a social security system has been created 
by bringing together a series of social assistance schemes that 
provided old-age, invalidity and survivors’ pensions, unemploy- 

family allowances, and adding sickness benefit 
an all forms of health benefits. Every permanent resident in 
e country is entitled to these benefits, and all must pay a 
special contribution at the rate of 5 per cent, of income ; about 
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one-third of the cost of the scheme is defrayed from general 
taxation. Most of the cash benefits are granted subject to a 
means test, which is so high, however, that it affects only the 
middle classes and excludes only the well-to-do. The cash 
benefits vary according to the number of the dependants of the 
breadwinner concerned, and bear no relation to his former 
earnings. The health benefits are freely available to all indivi- 
duals, irrespective of means. 

It is clear that in New Zealand we are faced with a social 
security system of a unique and novel character. It assures a 
minimum of subsistence to every citizen and his dependants in 
any emergency which may deprive them of their livelihood, and 
also a complete range of health services. All expenditure is 
defrayed from the social security fund, which is mainly fed 
by contributions. While the contributions are proportional 
to income, cash benefits vary with need. The system is a very 
full realisation of the idea of social solidarity. It is not an 
insurance system by any ordinary criterion. In private insur- 
ance there must be equity in the contribution-benefit relation . 
the individual is assigned, on entering insurance, to t e 
appropriate group, homogeneous with respect to the risks its 
members represent, and pays the corresponding con 
But what if insurance begins to grant benefits to the m i^i u 
at birth, and only begins to levy a f^^^-nbution when he attains 
manhood ? Then all inequalities due to heredity a^d en _ 
ment are discounted in advance, and the contribution co 
responds to the average risk of all individuals : the principle of 

equity is preserved. 



With these illustrations of the integration of *'>‘=1®* 
and assistance in a coherent system of social 
bought this essay to its close. In keeping with the hmi ed 

purpose assigned to it, as a preface to the vev 

!:!iTLt -ntmerbeyo^id th^e realm of fact - of schemes whose 
feasibility has been tested by experience. 

The statesmen responsible for the 

■for hulan pelnality have already named social security 
tor of post-war policy. Our review has 

show^ that countries have dispersed responsibility for meeting 
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social needs among a multitude of agencies, without much regard 
for plan or order, and has given the measure of what must still 
be done to establish a system affording reasonable security for 
all who’ need it. 

The scope of the present study did not allow of a com- 
prehensive examination of social security policy. It must 
suffice to observe that the structure of society is consolidated 
and improved by the elimination of the causes of social insecur- 
ity, through systematic prevention of the occasions of need, 
and by the removal of fear for the morrow through the provision 
of benefits, adequate in quality and quantity, for those emer- 
gencies which elude prevention. 

Social security policy can only be planned as part of a larger 
programme which includes measures for promoting employment 
and maintaining it at a high level, for increasing the national 
dividend and sharing it more equitably, for improving nutrition 
and housing, multiplying facilities for medical care, and widening 
opportunities for general and vocational education. Social 
security services are advantaged by economic adjustments 
that make for the expansion of employment and for the distribu- 
tion of income in such a way as to procure the essentials of 
decent living, with due consideration for family charges. Such 
adjustments render it easier to finance social security services, 
for they not only keep benefit expenditure within bounds, but 
also tend to reduce it, since improved conditions of life and labour 
reduce the frequency and severity of social and industrial risks. 
But the most far-reaching economic adjustments and the most 
active prevention will not avail to abolish entirely the hazards 
of unemployment and incapacity resulting from disease, or 
injury, and the dependency of the aged and the family deprived 
of its breadwinner. As a preliminary to any planning of social 
security services for a post-war economy, it is useful, if not 
indispensable, to glance at the essential data yielded by ex- 
perience and at the present stage of development. It was with 
the need for a rapid survey in mind that this essay was written. 
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Resolution on Aims and Functions of Social Insurance 


(adopted by the Second Labour Conference of the Amer- 
ican States which are Members of the International 
Labour Organisation. Havana, Cuba, December 1939.) 


The Second Labour Conference of the American States 
*vhich are Members of the International Labour Organisation : 

Considering that the moral and material welfare of national 
communities and the full development of their economic 
resources and of their physical and mental potentialities cannot 
be attained unless the security of health and livelihood of the 

workers is organised ; ■ au «f 

Convinced that compulsory social insurance is the mo 

rational and efficient means of providing the workers with the 

security of health and livelihood to which they are entitled , 

Desiring ‘to contribute to the development and genera 

extension of social insurance in the American States w m are 

all concerned to increase their production, and to raise the 

standard of iwing and biological value of their workers in town 

Expressing the common will of the American States U 
achieve justice and social progress, and inspired by the 
insurance regulations established by the International Labou 
Organisation on the basis of an experience already lengthy 

'Ad^optslhe tolfoiving resolution, in order to g^P^****"^ 
to the nLds and aspirations of the American f ^ 

promote the rapid and sound development of a well-directed 

systGin of socicil insuFBncc. 

Aims and Functions of Social Insurance 

(1) Social insurance schemes, which 
rational and economical use of the resources a 

are called upon : 
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(a) to organise the prevention of such contingencies as 
sickness, invalidity and industrial accidents, the occurrence 
of which deprives the worker of his earning capacity and 
means of subsistence, causes suffering and loss to the 
worker and his family, and diminishes the productivity of 
the community ; 

(b) to restore as quickly and fully as possible the working 
capacity lost or reduced by reason of sickness or accident, 
and to facilitate the accomplishment of the function of 
maternity, essential both biologically and socially ; 

(c) to supply the means of subsistence necessary in case 
of cessation or interruption of gainful activity as the result 
of sickness or accident, temporary or permanent invalidity," 
unemployment, old age, and premature death of the bread- 
winner. 

(2) As against other methods of collective provision, such 
as social assistance or schemes of non-contributory pensions, 
financed entirely out of public funds (which may, however, be 
the only feasible way of caring for existing cases of need), 
compulsory social insurance offers substantial advantages : 

(a) it associates the workers concerned, from whom a 
contribution is required, both materially and morally in 
the protection of their health and their working capacity ; 

(b) it implies the establishment of autonomous insurance 
institutions, dedicated solely to the organisation of preven- 
tion and the service of medical and cash benefits ; 

( c) it grants benefits in virtue of definite rights, and thus 
preserves the self-respect of the beneficiary, who is secured 
against arbitrary decisions on the part of the body respon- 
sible for awarding benefits ; 

( d) it guarantees the payment of benefits by the assign- 
ment of specific resources, and by ; distributing the cost 

oyer long periods in accordance with the rules of actuarial 
science. 

(3) Health security calls for the application of a co- 
ordinated system of benefits in kind designed to make available 
to insured persons and their families the resources of modern 
medicine for the preservation of their health, and for the 
detection and treatment of disease in its earliest stages. For 
this purpose the insurance scheme must grant the following 
benefits, in so far as they are not provided by a public medical 
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service which is generally accessible : general medical care ; 
supply of medicines and curative appliances ; necessary surgical 
operations and services of specialists ; assistance at confinement ; 
dental treatment ; necessary facilities for treatment in hospitals 
and curative establishments. 

While providing efficient care for the individual, insurance 
schemes must, in the interests of the group which they serve, 
share in the campaign against diseases which are particularly 
frequent in the insured population, and which cannot be com- 
bated or prevented by medical treatment alone, but call for 
systematic preventive action combined with medical and social 
measures. Insurance schemes participate likewise in^ general 
preventive measures, and contribute to the improvement of the 
housing conditions of the insured population. 

(4) The cash benefits of insurance schemes secure the 
maintenance of. the insured person and his family in case of 
incapacity for work resulting from sickness or accident, and in 
the case of unemployment. In order to increase the economic 
security of the workers, it is necessary to institute, for the invalid 
and aged, and for widows and orphans, pensions which take 
account of the ordinary standard of living and of the family 
responsibilities of the pensioners, and which may not, in any 
case, fall below a prescribed minimum. ^ 
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